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MUTUAL SECURITY ACT OF 1959 


MONDAY, APRIL 13, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON ForeIGN AFFAIRS, 
Washington, D.C. 
The committee met at 10:40 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 
Chairman Morgan. The committee will be in order. 
This is a meeting in open session on the continuation of the hearings 
on the mutual security legislation making authorization for 1960. 
Our first witness this morning is Rabbi Maurice N. Eisendrath, 
Synagogue Council of America. 
You may proceed, sir. 


STATEMENT OF RABBI MAURICE N. EISENDRATH, SYNAGOGUE 
COUNCIL OF AMERICA 


Rabbi Exsenpratu. Mr. Chairman and members of the Forei 
Affairs Committee, my name is Maurice N. Eisendrath. I am the 
president of the Union of American Hebrew Con tions, which 
is the parent body of reform Jewish synagogues in the United States. 

I appear before you in behalf of the Synagogue Council of America 
which, as you know, is the central coordinating agency for the rabbinic 
and congregational associations of the major branches of Jewish 
religious life in this country. These organizations are: the Rabbin- 
ical Assembly of America and the United Synagogue of America, 
representing the conservative movement; the Rabbinical Council of 
America and the Union of Orthodox Jewish Congregations, represent- 
Hye orthodox movement; and the Central Conference of American 
Rabbis and the Union of American Hebrew Congregations of the 
reform movement. 

Mr. Chairman and ladies and gentlemen of the committee, I do not 

resume tos for the several million members of the organizations 
just named, but I am presenting the principles enunciated by the re- 
ective organizations and the policies adopted by the official leader- 
ip of the Jewish religious community after lengthy and earnest 
study of the mutual security program over a period of years. 

e are deeply grateful to you for this opportunity to submit our 
concerns and convictions to you. In so doing, I can speak only as a 
rabbi, a teacher of religion, and a spokesman for the Jewish religious 
community. I shall not presume to attempt to evaluate the technical 
details relating to the mutual security program. It would be folly 
for me, as a layman in this context, to pass judgment on complex 
matters of governmental finance and structure. 


Ss 
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At the same time, I do feel it my right and duty—in representing a 
religious community before this committee—to express the religious 
and moral principles which our synagogues believe must undergird 
this crucial program. 

At the outset permit me to state, with all the emphasis at my com- 
mand, that the Jewish religious community regards the economic 
assistance program as one of the indispensable elements, not only of 
the foreign policy of our Government, but of the spiritual ideals upon 
which America stands, 

In the Jewish expression of these spiritual values, no man can be 
truly free until every man is free everywhere in the world; no man 
can be secure until every man is secure, everywhere in the world; and 
no man can be at peace until “every man everywhere sits under his 
vine and his fig tree, with none to make him afraid.” 

The Holy Scriptures, we all share, affirm: 

If there be among you a needy man, thou shalt not harden thy heart, nor shut 
thy hand from thy needy brother * * * . Thou shalt surely open thy hand 
bay him and shalt surely lend him sufficient for his need.—Deuteronomy 

Mr. Chairman and ladies and gentlemen, during the past year I 
had the unusual] opportunity to undertake a 5-month tour of the Far 
East and Southeast Asia to determine the religious resources avail- 
able for world peace; to discover for myself what powers for peace 
lie in the world’s religions and how they can be mobilized. In addi- 
tion to conferring with the leaders of oriental and occidental religious 
faiths, it was my privilege to meet with such governmental leaders 
as Prime Minister Nehru, Prince Mikasa of Japan, General Chiang 
Kai-shek and Prime Minister Menzies of Australia. May I share 
with you one or two of the vivid impressions which I brought back 
with me—impressions which have obsessed me by day and by night 
since my return. 

con impression can be described in one word—“hunger.” 

In the first instance, it is the sheer physical hunger of a majority 
of mankind for food. It afflicts that one-third of the population of the 
world which goes to bed weak with hunger every night, Multitudes 
of ragged Asians exist on mere crumbs. 

But, beyond this physical hunger, there is a hunger of the spirit— 
for security, for happiness, for meaning and personal dignity, and 
above all, for world peace. Justice and equity for the underpriv- 
ileged, impoverished nations and peoples must be a concomitant of our 
pursuit of peace. There can be no lasting peace without justice and 
equity. 

"Ml | desi profoundly disturbing impression is that the reservoir of 
mins 0 will toward America is being dried up at an alarming rate by 
the growing cynicism toward American policies on the part of Asians 
and other peoples of the world. Wherever I went in Asia, men and 
women were troubled by the rigidity and seemingly negative char- 
acter of many American foreign policies, and they pointed to the 
divergence between the ideals we proclaim and the expediency which 
oy omy determines the day-to-day conduct of our foreign affairs. 

ere is a powerful yearning on the part of Asians and all other 
peoples not only for peace but for moral leadership. 
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We believe that a bold and imaginative foreign aid program, ex- 
pressing the noblest impulses of the American people, would stir the 
conscience of mankind and the aspirations of human beings every- 
where. It would also strengthen us immeasurably in‘ the contest 
between the free world and the forces of tyranny—a contest which 
may ultimately be resolved in the political, social, and economic 
arenas. 

We believe that the foreign aid program must be supported and 
expanded in the light of the following guiding principles: 

1. We deplore the tendency to justify the mutual security program 
solely on the basis of narrow and utilitarian self-interest. The moral 
character and humanitarian traditions of America demand the 
higher motives of love, of brotherhood, of reverence for human 
dignity. These are the cornerstones of our democracy. These are 
the qualities which distinguish us from the totalitarians. These are 
the ame we neglect only at our peril: These are the qualities 
which, if we assert them and live by our assertions, can release the 
moral passions of the American people and the peoples of the world. 
In administering the material riches and technical skills entrusted to 
us by God for use in the service of all His children, we shall inspire 
new hope in the hearts of millions of people in the underdeveloped 
parts of the world. 

2. We believe that the amount of assistance which is now being pro- 
vided is tragically inadequate to meet even the elementary needs of 
the developing countries of the world. Unfortunately, hems seems 
to be a growing number of Americans, and this includes some Wash- 
ington legislators, who have wearied of the onerous burden of world 
leadership, who begrudge the unceasing need to share our abundance 
with other peoples. 

“Such sharing boosts our taxes,” they complain. How I wish I 
could take them with me, in imagination at least, through the fetid 
streets of Hong Kong and the slums of Caleutta which recently I 
roamed, which Prime Minister Nehru, himself confessed. personally 
to be a horror, as a horror they indubitably are; if I could take 
each one of them to the back alleys and narrow lanes of Benares and 
Bombay, there to behold the, multitudes living—or rather, barely 
existing—in their miserable hovels and huts, their pathetic lean-to’s, 
their tepees of trash, constructed of discarded CARE milk cartons; 
of rusting, abandoned car license plates and gasoline tins; their women 
and children scavenging amid the garbage heaps for a few crumbs of 
moldy bread or a scrap of decomposed vegetable to keep themselves 
and their loved ones from grisly, gruesome death upon the streets 
and sidewalks which they inhabit by day and. by night. 

Perhaps if all of us could experience such desperate, naked tragedy, 
we would realize that the foreign aid program is not merely budgets 
and statistics, but is human lives, human decency, and fresh hope. 
We would be overwhelmed by the terrible urgency of the task of mak- 
ing. democracy real and meaningful in the lives of these people. We, 
who profess the Christian and Jewish faiths; must carry out the con- 
sequences of the fundamental preachment that “the earth is the Lord’s 
and the fullness thereof.” . 

3. We believe there should be a separation of the economic assistance 
program from the military defense program. Great care should be 
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taken to guard against the tendency to relate economic programs un- 
duly to military and political factors. 

4. We believe that foreign aid must be related to a long-term plan 
for sustained economic development. Foreign aid is too vital to 
American security and survival to be dependent upon fits and starts, 
without long-range planning and study. 

The most inspiring and monumental foreign aid program in the 
history of the world—the Marshall plan—testified to the efficacy of 
well-considered aid over a sustained period. 

The grueling economic competition we face from the Communist 
bloc no longer permits us the luxury of spasmodic emergency pro- 

. What is required is a concerted, long-range economic strat- 
egy which will wrest the initiative from the Soviet Union and her 
satellites and rebuild the image of Western democracy and the vitality 
and relevance of the democratic way of life. 

5. We believe that every effort should be made to expand the role 
of the United Nations and other international organizations in the 
conduct of economic and technical — e€ synagogues of 
America have, since the inception of the United Nations, expressed 
their deep support of this great instrumentality and of the principle 
of world cooperation which it embodies. 

6. We plead for more vigorous and creative leadership by the ex- 
ecutive and the legislative branches of our Government in these days 
which are pregnant with both peril and opportunity. The times cry 
out for moral leadership, for bold affirmations, for courageous policies 
which will lift the hearts and spirits of mankind. 

7. We recognize the agonizing need to maintain the strong de- 
fenses of our Nation and the free world. But we recognize, too, that 
there is raging a war of the spirit as well as of arms, and in this 
struggle our strongest weapons are the moral principles upon which 
both religion and democracy rest. 

In this connection, perhaps you will indulge me in a personal vision 
before I close. My vision is this: That the President of the United 
States, when he ascends to the summit, will find the words and the 
ways to make manifest to the world the passionate, unquenchable 
yearning of the American ple for enduring peace with justice. 
And that the President will fire the imagination of mankind by pledg- 
ing to the world that a percentage of the billions of dollars we are now 
spending for arms competition will be set aside for the advancement 
of human welfare throughout the world if a genuine disarmament 
agreement can be fashioned; that we will turn over such funds to be 
administered through the United Nations; and that we challenge the 
Soviet Union to make the same pledge and to compete with us in the 
war against poverty, disease, and suffering. 

Mr. Chairman, ladies, and gentlemen, please forgive me for ae 
suming on your patience with such a personal vision and dream. But 
what has sustained us to this day and what may yet lead us out of these 
chaotic and difficult times to a new and better age is just such a dream, 
born in the soul of the Hebrew prophet who summons us: 


* * * to deal thy bread to the hungry, 

And that thou bring the poor that are cast out to thy house? 
When thou seest the naked, that thou cover him, 

And that thou hide not thyself from thine own flesh? 

Then shall thy light break forth speedily ; 

And thy righteousness shall go before thee * * *—Isaiah 58:7 
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I thank you, ladies and gentlemen. 

Chairman Morgan. Thank you, Rabbi Eisendrath. 

Rabbi, our usual procedure here is to operate under the 5-minute 
rule and each member of the committee will have 5 minutes if he 
wishes to ask you any questions. 

I think you believe there should be a definite separation between 
the economic and military portions of this program. 

Rabbi Ersenpratu. We have so expressed ourselves. 

Chairman Morgan. That is not a new stand. 

Rabbi Etsenpratu. That has been our stand for a number of years. 

Chairman Morean. Mrs. Bolton. 

Mrs. Bouton. Thank you very much, Mr. Chairman. 

It is a pleasure to have you with us and to have you give such a 
clear statement of the vision you express so well. 

Rabbi Esenpratu. It is a pleasure to be here. 

Mrs. Borron. I am interested in what you say about your trip. 
Did you go around the world ? 

Rabbi Ersenpratu. Yes, I went around the world. I concentrated 
on countries not previously visited. I had been to Europe many 
re had never been to the Far East, Southeast Asia, India and 
the like. 

Mrs. Bouton. In your thoughts all along here, in expressing your- 
self as being enthusiastic over a long-term planning and program, 
how do we bring that about? There are problems, you know, within 
the Congress. We can’t do anything about the next Congress. We 
can only act for the 2 years. What have you to suggest about that? 

Rabbi Exsenpratu. I am certainly not competent to answer that 
from a technical point of view. 

It is something we encounter in our voluntary organizations where 
a board of trustees of an organization likewise cannot bind subsequent 
boards. 

However, it seems to me that the long-range program can at least be 
envisaged and I presume you will have to challenge some of us to 
support those Members of Congress who have given us such a pro- 
gram, to keep sending them back to Congress and to educate and 
influence our respective constituencies which if we count the religious 
forces of America, represent overwhelmingly the majority of the citi- 
zens of our country so that such an envisaged program may be im- 
plemented. 

I think, if I may elaboarte for a moment from a personal observa- 
tion, not only from the point of view of the technical aspects of the 
program, a country may plan better with a long-range purpose, but 
even some of the personnel that we might enlist for such a program 
might be far better qualified if we had a long-range program. 

I found many competent people representing the United States and 
its various agencies abroad. However, I found one great drawback in 
many of our agencies. Our representatives in too many instances 
know little about the countries to which they are assigned. In almost 
no instance do they know the languages and in this—and on this par- 
ticular front we are being bested by the Soviet Union whose repre- 
sentatives most frequently do know the languages and very often 
know the people better than ours do. F 

Mrs. Botton. Thank you for that clear expression. 
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You say that we are living too much by our assertions rather than 
what we do, that there is a yearning for moral leadership in the 
world. I couldn’t agree with you more in both instances, but I am 
just wondering, why hasn’t moral leadership come out of our religious 
groups? What is the trouble with our religious groups? That is 
where inspiration should come from, isn’t it? What is the matter 
with us, we who are believers? 

Rabbi Ersenpratu. Well, I believe that the leaders of the religious 
groups by and large are striving to lead their people in these ways. 

Mrs. Botton. Now, it would seem that the urge of men today is 
the need for a consuming reason for living. Are we giving them 
stones or are we giving them some bread ? 

Rabbi Eisenpratu. In too many instances we are giving them 
stones. We are giving them some bread, but not enough bread. 
Much too little. 

You said we are all believers. I think by and large this is true of 
the American people, but we are not sufficiently doers. 

Mrs. Boiron. That is what I said. 

Rabbi E1senpratu. Well then, we are not really religious. We can- 
not be religious merely by our beliefs. 

Mrs. Boiron. But isn’t this the job of the churches? 

Rabbi Ersenpraru. Of course it is. 

Mrs. Botton. Toch ? 

Rabbi Ersenpratu. Of course it is. 

Mrs. Botton. That whole situation. 

Rabbi E1senpratu. Of course, it is, and I think in many of the 
churches we are deeply troubled by the inconsistency between the 
faith that we profess and that which we practice, 

Now we must, those of us who are charged with any responsibility 
of religious leadership, make increasingly clear to our respective 
worshippers, or followers in our various denominations, that it is not 
enough to proclaim our belief in the fatherhood of God and the 
brotherhood of man and stop at our own doorstep, our own city or our 
own country. That brotherhood must be all-inclusive or we are not 
being faithful to our religious teachings. 

rs. Botton. May I count on you and your group, to do something 
more about it. 

Rabbi EisenpratH. May I say, just in order that I might bring 
some encouragement to members of this committee who are striving 
for a more adequate foreign aid program that in our own organiza- 
tions we have study groups and groups of social action that are con- 
stantly working on this front and we are seeking through our con- 
gregational life to increase the number of these social action groups 
as we call them. 

You note the words “social action.” Not merely social study, a 
study of society’s problems, but social action and one of the — 
facets of their program is that of foreign aid, as a prerequisite for 
world peace. 

Mrs. Bonzon. Of course, any action must come out of an acute 
individual desire to do, and it must come out of a very real living 
belief in the universality of life. 

Rabbi EtsenpratH. That is so important. There isn’t a human 
being, particularly a human being brought up in the Judaic-Christian 
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tradition who, if he sees suffering at his doorstep, if he sees want and 
need and hunger immediately in front of him, will not respond. 

Now, the question. is—— 

Mrs. Botton. I think you are an optimist. 

Rabbi Eisenpraru. i? a beggar is in front of his door, he will give 
adime. Maybe it is not enough. 

Chairman Morean. The gentlewoman’s time has expired. 

Mrs. Kelly. 

Mrs. Ketty. Would you want any of my time, Mrs. Bolton? 

Mrs. Bouron. No, thank you, Mrs. Kelly. 

Rabbi Ersenpratu. You see how generous she is right now. 

Mrs. Ketxiy. Thank you, Mr. Chairman. It is a pleasure to have 
you before our committee, Rabbi Eisendrath, and I agree with your 
statement completely. 

There are several questions I would like to ask you. 

No. 1, I understand, regardless of the world conditions, you believe 
the economic aid is a must 

Rabbi Exsenpratu. I am so glad you underscored that because, if 
this is motivated exclusively by the threat of the Soviet Union or its 
competition, then we are as materialistic as is the Soviet Union. 

Mrs. Ketry. I just wanted to have you repeat that. 

Rabbi Ersenpratu. I could say much more on that, but it is not 
necessary. 

Mrs. Ketxiy. As far as economic aid is concerned, let us assume that 
we give more to the United Nations. Supposing the U.S.S.R. re- 
fuses. Do you still think we should emphasize the fact that Russia 
does refuse in this plan, or what? 

Rabbi Etsenpratn. I most assuredly do. 

Now, again, there may be technica] difficulties which I do not an- 
ticipate because I am not on the legislative front as you are, but the 
impression that I got from my trip everywhere was that economic 
aid is being used as an instrument in the economic struggle between 
the East and the West. And this vitiates a good part of that which 
we are seeking to accomplish. 

So that if we would completely transcend this self-interest by the 
direct aid which we give, by a great gesture that we are not interested 
in tying this to ourselves for our own national purposes, but in re- 
sponse to world need through the United Nations, I think it would be 
one of those acts of initiative similar to that which on other fronts 
the Soviet Union is taking, always putting us on the defensive. This 
is one of those great daring steps which I believe the United States 
could take. 

We are always talking about the Soviet taking the initiative. It 
seems to me that here is one area in which we could take the initiative. 

Mrs, Key. If we give more aid to the United Nations and Russia 
does not—should it be mandatory that all nations within the United 
Nations contribute—— 

Rabbi Ersenpraru. I would certainly like to see that become man- 
datory. I most assuredly would. : 

Mrs. Ketiy. Then where we give this aid through the United Na- 
tions we should not emphasize the point that Russia is not contribut- 
ing—let’s assume she does not contribute. 

abbi Etsenpratu. I don’t see why not. 
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We wouldn’t have to emphasize it. I think it would become very 
clear. After all, these a nations, these poverty-stricken 
nations are in the United Nations. They would know where the funds 
would come from. 

Mrs. Ketty. We want to reach the peoples of the nations of the 
world. They may not know it. 

Nang E1senpratuH. I would have no hesitation in making that 
own. 

Mrs. Keuiy. May I ask if the recommendation of yours on page 6 
has been sent to the State Department or to the President ? 

Rabbi Esenpratu. Yes, I would like to see that. 

Mrs. Ketiy. Have you submitted that? 

Rabbi Etsenpratu. No, not as yet. 

Mrs. Ketiy. Do you plan to do so? 

Rabbi Eisenpraru. I think you have given me the suggestion. It 
might be well worth while doing it, because I came back with that 
conviction very strongly upon me. 

Eh ape Ketxy. I think it is excellent, too, and hope you recommend 
this plan. 

Rabbi ErsenpratH. Thank you, Mrs. Kelly. 

Mrs. Ketiuy. Then may I ask, do you believe in giving aid to any 
country regardless of their system of government ? 

Rabbi Exsenpratu. That is a very difficult question to answer, but I 
am inclined to say yes. 

Mrs. Ketiy. 1 am speaking of the economic at this point. 

Rabbi Eisenpratu. I am inclined to say, because human need is 
human need and while it may be exploited for ends that are unde- 
sirable, as we see it, nevertheless I repeat hunger is hunger in any 
human being. And T have noted in reading some of the proceedings 
of this committee in the past that some of those who have been most 
victimized by regimes of which we do not approve nevertheless would 
say that aid should be given in strict economic terms. 

Chairman Morcan. The Congresswoman’s time has expired. 

Mr. Bentley. 

Mr. Bentiey. Rabbi, I have enjoyed your presence here this morn- 
ing and your fine statement. 

you think that since it is the feeling of yourself and the organ- 
izations you represent that we should do all possible to improve 
the living standards of the underprivileged, poverty-stricken peoples 
throughout the world, that we should therefore welcome such eco- 
nomic aid programs as the Soviet Union may have advanced ? 

Rabbi E1senpratu. We should welcome them? 

Mr. Bentiey. Yes. 

Rabbi E1senpratu. To the other countries? 

Mr. Bentiey. Yes. 

Rabbi Exsenpratu. Well, that also is a sticky question because I 
would have to say that the appeasement of hunger is the appease- 
ment of hunger. 

The only trouble is, when one is confronted by a totalitarian regime, 
a totalitarian regime that has made no secret of seeking to win the 
world by subversion and using whatever it grants to such countries for 
such purposes as one sees it, I don’t know that I would particularly 
welcome it. 
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Nevertheless, I think there is room there for a good deal of further 
thinking. It isnot asimple yes or no answer. 

But certainly if we are giving with the same motivation as the 
Soviet Union, we can’t claaiai about its motivation. That is why I 
would suggest that we first purge our own hearts of the self-interest 
motivation and then we can about freeing all aid from such na- 
tionalistic purposes. Then we could proceed on the recommendation 
that I make here with clean hands and pure heart. 

Mr. Bentiry. At the present time you would admit that it hardly 
behooves us to question the motives of the Soviet economic aid pro- 

ams. 

Rabbi Exsenpratu. On that, I certainly agree. It does not behoove 
us to question it until we ourselves have completely risen above the 
national ends that we may be seeking thereby. 

Mr. Bentiey. Now, would you advocate economic aid programs, 
sir, that are put into countries and distributed therein by the govern- 
ment of any particular country without regard to the methods of dis- 
tribution ? 

Rabbi Eisenpratu. That also involves a number of technicalities 
upon which I am not competent to speak. 

I think that has to be watched very carefully, because when I was 
in the Far East I heard considerable criticism that in some instances 
at least that money does not percolate down to the rank and file, that 
it is oftentimes siphoned off for purposes for which it was not in- 
tended, and therefore I believe that does have to be investigated and 
evaluated with a great deal more data than I have at hand. I think 
that that is a matter that does have to be very carefully scrutinized. 

Mr. Bentiey. Would you say, sir, that we would be justified in 
withholding economic aid to a country even though the need is evident 
there, if the aid can only at the present time be given through a gov- 
ernment which does not make it available to the people or through 
which a great deal of it is siphoned off before it reaches them ? 

Rabbi Ersenpratu. Well, if I were absolutely convinced and have 
the proof before me that not one whit of it was alleviating need, then 
I certainly would question the continuation of aid and try to make 
certain that it was meeting the needs for which it is intended. 

If, for example, it were being used by some person in absolute power 
to purchase more Cadillacs than are needed for himself and his family 
and to build more palaces for his own particular harems, then—— 

Mr. Bentiey. If I may interrupt, sir, I think we have the same 
country in mind, do we not? 

Rabbi EsenpratH. I am sure we have the same country in mind. 

Then I would most assuredly question the flow of further aid to that 
particular country. 

Mr. Bentiey. But if there were a certain limited portion of the 
aid that could trickle down to the people, do you think continuation 
even under those circumstances would be justified ? 

Rabbi E1senpratu. I would hate to spend—to return to the analogy 
which I use—millions for the Cadillacs and the palaces and have a 
few dollars trickle down. I think I would challenge that aid and try 
to make certain that it reached the apie 

Mr. Bentiey. Then I presume the same thing would be said of 
military assistance too? 
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Rabbi E1senpratu. I would definitely say that. 

Mr. Bentiey. Thank you, Mr. Chairman. 

Chairman Moraan. Mr. Pilcher. 

Mr. Prwcuer. Thank you, Mr. Chairman. 

Rabbi, I think this is the best statement—I know it is the best 
one that I have heard or read, as far as my views are concerned. 

Rabbi Exsenpratu. That is very kind of you, sir. 

Mr. Pricuer. I certainly agree with you on the statement about 
separation of the military from the economic part. 

ow in this country as of today we have two huge surpluses: One 
is food and fiber; the other is military equipment. Don’t you think in 
these countries if we gave more food than military that we would help 
the masses a lot more ? 

Rabbi Exsenpratu. I think there is no question about that. I sup- 
pose that we cannot, in the kind of world in which we are living, dis- 
pense with the military, but I would be in thorough agreement with 
you that food is probably as important in many contexts as military 
aid. Because we might have military aid and still lose those countries 
through their complete economic collapse. 

Mrs. Ketty. Would the gentleman yield at this point? 

Mr. Prucuer. Yes. 

Mrs. Ketty. You used the word “give.” 

Mr. Prucuer. Well, call it whatever—— 

Mrs. Ketiy. Or “sell.” 

Mr. Pricer. “Or sell.” Most of the time it is gifts. 

Mrs. Borron. Less and less, however. 

Mrs. Ketty. That is what worried me. 

Mr. PiucHer. Well, there are some of us on this committee who 
would like to go along with the Rabbi’s suggestion here, of food and 
certain amounts of economic aid and techntical assistance, but his 
questions—the answers to the questions put to the Rabbi have con- 
vinced me that I would like to have him on this committee. 

Rabbi Ersenpratu. It would be a nice committee to be on, I am sure. 

Mr. Prvcuer. Thank you, Mr. Chairman. That is all. 

Rabbi ExsenpratH. May I comment on what you said just for a 
moment. Not for the purpose of persuading this committee because 
Iam sure the committee feels this way from what I have gathered this 
morning—at least those present-——but for the sake of reemphasizing 
this point probably for whatever public consumption may be given it: 

The idea of our food surpluses rotting in the granaries is just in- 
comprehensible to many of us, especially since we do profess—and 
I come back to Mrs. Bolton’s points—profess the Christian or the 
Jewish faiths which make mandatory the feeding of the hungry, and 
if we were living in a world, in an economy of scarcity worldwide, 
and we in America were subjected to this economy of scarcity, then 
perhaps there might be some excuse for our failure, for the presence 
of hunger in the world. 

But with the kind of surpluses which America does possess in food, 
there are undoubtedly technical difficulties in solving these problems. 

Somehow or other we overcome these technical difficulties in times 
of war and we have the logisties for distribution 6f vast food su a 
Somehow or other, we must not have great quantities of Fikel d 
and hunger in a world which is supposed by our ‘Judeo-Christian 
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tradition, upon which America is founded—I mean I am not talking 
merely as a rabbi, I am talking as an American citizen who knows 
that the American Constitution and Declaration of Independence are 
predicated upon “men who are endowed by their Creator with inalien- 
able rights” and this is the spiritual basis of our American democracy. 

Now, professing this as Christians, Jews, and as Americans, then 
it is inconceivable that we could not find a way of channeling these 
food surpluses to the hungering peoples of the world. 

Mr. Pitcurr. May I say just one more thing? 

Chairman Morean. Mr. Pilcher. 

eee That is one thing that confuses some members like 
myself. 

ow, in the opening hearings before this committee, Mr. Herter 
stated—you will remember last year we wrote into the bill there would 
have to be $175 million worth of surplus foods, and Mr. Herter’s 
opening statement this year stated that that was getting to be a 
burden. 

Rabbi Exsenpratu. I don’t understand. 

Chairman Morean. Mr. Curtis. 

Mr. Curtis. Rabbi Hisendrath, I quite agree with you that we don’t 
want uncommitted peoples, who are a critical group in the world right 
now, to get the impression that our policies are motivated by narrow 
self-interests. 

On the other hand, I don’t think we want them to get the impression 
that everything good comes from the Soviets. And some of us, are 
concerned that some of our aid, particularly commodity aid, is distrib- 
uted in such a manner through commercial channels of trade that 
the public at large knows nothing about it. 

Now we give a great deal more aid to a certain country than do the 
Soviets, but they have made a spectacle of their aid. It is a tremen- 
dous project and everybody in that country is proud of what they 
are getting from the Soviets and don’t know a thing about what.they 
are getting from us. We don’t want to hide our hght.under a 
bushel. 

Rabbi Ersenpratu. No. 

Mr. Curris. I just wondered if you ran into that sort of situation 
and if you have any ery on that subject. 

Rabbi E1senpratu. Yes. Your observation is 100 percent: correct 
because the Soviet Union has in certain instances striven to do some- 
thing quite spectacular. Build a great plant of one kind or another in 
a very visible situation, and they act as if they were the inventors of 
foreign aid. 

I don’t want to leave the impression that I am proposing a rigid 
either/or proposition that you are either selfish or unselfish. There 
is such a think as legitimate self-interest that I think Christianity 
teaches. I know Judaism does, but it must be a synthesis of self-in- 
terest and unselfishness which is very, very wonderfully explained 
and symbolized in one of the ‘utterances of our ancient rabbis who 
made this statement: “If I am not for myself, who will be for me?” 
Self-preservation is part of human life. ee 

But then Hillel added immediately “If I am only for myself, what 
am 1?” Then'Tam not even human. a 
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I don’t say that an individual or a nation, doesn’t have to do many 
things out of self-interest, but if it is limited to that, if it is exclu- 
sively that, then we are really not carrying out our convictions. 

We must be not only for ourselves as individuals and nations and 
consequently we must have our aid go beyond the mere self-interest 
of our country. 

Mr. Curtis. Rabbi Eisendrath, I think there has been some mis- 
understanding about aid to Israel. I understand that aid in the form 
of sales of agricultural commodities for local currency in hu 
amounts, amounts not publicized, is going to continue and that other 
forms of aid will continue. 

I wondered if you had any thoughts on that subject. 

Rabbi Etsenpratu. Well, I think you are right, that there has been 
considerable misunderstanding, particularly since aid can be advanced 
through many channels: grants-in-aid, commodity aid, loans, and the 
like, and therefore, not knowing in each instance how much is made 
available through each of these respective channels, there may be a 
feeling on the part of some that no aid is going to Israel if the direct 
aid should be eliminated as seemingly is proposed. 

But even knowing the facts, some of us are indeed concerned re- 
garding what seems to be the intent to eliminate direct aid altogether. 

We who have been close to the Israeli situation know that Israel 
is having a very difficult time lifting itself by its bootstraps; that it is 
in an exceedingly precarious economic situation; that the military 
necessities of Israel which are not of Israel’s choosing, but have been 
forced upon Israel by the declaration of hostility and war, from the 
very beginning on the part of the surrounding Arab nations—has 
made it o's difficult for Israel to hold its head above water 
economically. 

Now this economic plight of Israel is becoming more serious and is 
not being alleviated—more serious by virtue of the fact that a large 

art of the disparity which existed in her foreign exchange which has 
n aided by German reparations which will come to an abrupt end 
in 3 years’ time. 

The bonds upon which Israel has borrowed money from great num- 
bers of investors in the United States and in other countries are like- 
wise maturing, so that the economic plight of Israel will, in the next 
couple of years, worsen rather than improve. 

And just at this moment, therefore, it is most disturbing to envisage 
the prospect of the possible complete cessation of the direct aid which 
at one time was rather high, and we are very grateful indeed for the 
sensitivity of the U.S. Government to these needs. 

However, may I say that this is not really exclusively aid to Israel 
and if I may bring this balance between self-interest and non-self- 
interest, this is likewise to the self-interests of the United States. Be- 
cause, if this is one bastion of democracy in the world and particularly 
in the Middle East, those who have been to Israel know that it is and 
America must see that it lives and thrives and remains a viable state. 

So that knowing that Israel has had no military aid, whereas 
military aid has flowed forth to other nations, that she must make this 
up out of her own restricted budgetary needs, knowing that the Soviet 

nion is pouring millions, perhaps billions into that area, I think all 
this taken into consideration should impel us to do our utmost to keep 
some direct aid in our appropriations. 
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Mr. Curtis. Thank you, Mr. Chairman. 

Chairman Morgan. Mr. McDowell. 

Mr. McDowe tt. Rabbi, thank you very much for your presentation 
before this committee. 

On page 5, under your subheading 3, there you indicate that you 
favor a separation of the economic assistance programs from the mili- 
om assistance programs. 

ow would you effect that, Rabbi ? 

Rabbi Etsenpratu. Technically ? 

Mr. McDowetu. Administratively. 

Rabbi E1senpratu. Again I must plead too much abysmal ignorance 
of these administrative problems. r am bringing to you a picture of 
the problems as I saw it in the countries I visited. Where, when it is 
all tied together, the impression is gained everywhere, “Well, America 
really isn’t giving of her superabundance out of good will and human- 
ity; she is seeking bases and various security measures to insure her 
own national self-interest.” 

_ Now, when these are thus tied together, you can hardly escape that 
impression. 

ow, I really can’t tell you how it can be done technically and 
administratively. I am issuing a warning that this is not accomplish- 
ing at least part of the purpose that we wish it would. 

r. McDowett. In these countries did you find any indication that 
the government of the country itself, through its own means in that 
country, newspapers and official government organs in that country, 
was trying to tell its people what the foreign aid pnaiem of this 
country really meant to the peoples of both countries 

Rabbi Etsenpratu. Well, I wouldn’t say that I saw—— 

Mr. McDowetut. And remembering that we are talking about an 
association arrived at between the official government agencies of 
the two countries, not a program directly proposed by the pease of 
these countries. In other words, through official channels. 

Rabbi Eisenpratu. I know that, yes. 

I didn’t see evidence of that myself; no, sir. 

Mr. McDowett. Do you think perhaps that is one of the reasons 
that our foreign aid program, particularly our economic aid pro- 
gram, is not so acceptable ? 

Rabbi EisenpratH. I think that is one of the reasons, yes. I am 
sure that must be one of the reasons and I think efforts should be made 
to try to get over to the people more by our own information services 
the nature of our aid. Because we are living in a world of public 
information. Sometimes it is merely propaganda, but when one finds 
the extent to which information is Sasetinetad by the Soviet Union 
on a very popular, inexpensive basis, then one feels that perhaps our 
information agencies have not been as popularized as they ought 
to be in some of the countries that I visited. 

Mr. McDowetu. Do you find any other means within these coun- 
tries that we should utilize to try to explain and to better have under- 
standing there of the mutual security program? When you realize 
that here in our own country our own people certainly are today 
ey much divided. 

abbi ErsenpratTuH. Yes, that is true. 
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Mr. McDowe tt. I am sure again they don’t really understand the 
basic principles of the mutual security program or what it is sup- 
posed to accomplish. 

If we can’t get the story over to our own people, then how, when we 
are dealing with another government of a foreign country, how can 
we expect to get our story over in those countries ? 

Rabbi Esenpratu. I admit that it is very difficult and you are ab- 
solutely correct that not enough of our own people do realize all the 
implications of our mutual security program. And in that respect, 
that makes it even more difficult to do this job in the foreign field. 

However, that doesn’t mean that we must not redouble our efforts so 
to do. And you ask me, how can we do this. 

Well, one of the things that I hinted at a moment earlier that I think 
‘is amiss in at least some aspects of our program is the isolation of 
—_ numbers of our agencies and the representatives in our agencies 

m the people of the country to which they are assigned. 

I found too many of them living in enclaves—I mean it. becomes a 
joke in many foreign countries. It is a byword that one picks up on 
the street that too many of the representatives of the United States 
shuttle between the office, the club, and the home; that they make their 
purchases'in our own PX’s,they rarely mingle with the population that 
surrounds them, and they do not make known to the people of the 
countries in which they are, the best of America. 

Now, if an occasional Marian Anderson, for example, can win the 
plaudits of swarms and swarms of people as being representative of 
some of the finest characteristics of the United States, it shows the 
potentiality of each and every representative of America that is sta- 
tioned abroad, but I don’t believe that they come close enough in most 
instances to the people themselves. 

There-is a Janguage barrier in some countries. In some there is 
no Janguage barrier. For example, in parts of India, though there 
are many who don’t speak English in India, to be sure. 

But this is why I stress the long-range nature of our program. 
This is hard to do on short-range programing. 

Chairman Morcan. The gentleman’s time has expired. 

Mr. Murphy. 

Mr. Murpuy. Thank you, Mr. Chairman. 

Rabbi, in your second impression you stated that the United States 
is losing the good will of the people of Asia and the peoples of the 
world, and that it was predicated on the negative character of our 
foreign policy. 

Would you care to give a concrete example of one of the reasons 
why we are losing this good will? 

Rabbi Exsenpratu. I just gave one a moment ago, and I think that 
is one of the principal reasons: The failure of Americans stationed 
abroad to identify themselves with the life of the people among whom 
they move. 

think that that is one of the principal ones. 

Another is the one I have likewise indicated in this document, that 
aid is’ tied virtually inextricably with military help and with na- 
tional self-interest on the part of the United States; that aid will be 
forthcoming if you play ball -with us, and»precisely as we may wish 
you to. 








a. a |e ~~ 


— 








at 
a- 


sh 





MUTUAL SECURITY ACT, 1959 543 


These things don’t make friends. These concepts don’t make 
friends in daily life and they don’t make friends among the nations. 

Mr. Murreny. Has there been any appreciation indicated by these 
people in Asia as to the aid they have received ? 

Rabbi Eisenpratu. Yes. I don’t think everything is negative. I 
think appreciation is manifested. I came across people in the rural 
districts of India who were working on the community development 
programs, for example, in the small villages who showed me with 
the greatest pride the tractor which had been made possible by help 
from the United States. 

Of course, there is appreciation when it is felt that this flows from 
the generous heart of America rather than its self-interests. 

Mr. Murpny. Thank you. 

Chairman Morean. Mr. Gallagher. 

Mr. GatiacHer. Thank you, Mr. Chairman. 

I like very much your presentation, Rabbi. I certainly couldn’t 
agree more with you on the moral leadership that we should provide. 

What I sometimes question, however, is that on this question of 
military assistance we who must vote on it here are somehow left 
with a feeling of repressed guilt for the fact that we must provide for 
our survival as well ta the survival of the rest of the world. 

I am reminded sometimes in thinking of this question of the prize- 
fighter who blessed himself—made a sign of the cross, A man turned 
to a priest who was watching the fight and said, “Will that help him ?” 
The priest said, “It will if he can punch.” And I think somewhere 
that is our real problem here. And it is not only necessary for us to 
exercise world leadership, to provide moral prestige, but I think we 
also have the responsibility of providing a forum of a free world 
for that exercise. 

The other day Congressman Bentley and myself were over in 
Berlin. I think one of the finest and most religious men I have met 
for a long time was Bishop Dibelius. 

Rabbi Ersenpratn. I met him years ago. 

Mr. Gauuacuer. Bishop Dibelius, as you well know, having met 
him, has great problems over there, And yet he maintained that the 
only way that the exercise of free religion is going to be maintained is 
if the United States remains firm. We can only remain firm by pro- 
tecting our position and accepting the responsibility of providing not 
only the moral assistance that is needed, but providing the security 
for the free world. 

And this sometimes is a problem to us here on the committee. I 
don’t know how you feel.about that. 

Rabbi Ersenpratn. I can only repeat that this isnot an “either/or” 
proposition. I suppose there was more truth than travesty in that 
song which was popular some years ago, “Praise the Lord and, Pass 
the Ammunition,” or “Trust. in God but Keep, Your Powder dry,” | 

I wish we were living in the kind of world that could be ruled ab- 
solutely by spiritual principles rather than, by lethal, weapons. 

Mr. GauiacueER, Wealldothat. . tsb 

Rabbi ExsenpratH. I know you do likewise, and therefore, while. I 
might have some things to say about the general problem of dis- 
armament, that is not our concern here atthe moment,» ; 
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_ At the moment we concede that we are living in the kind of world 
in which we must keep our powder dry. Unfortunately, it is the kind 
of Ronda today that would incinerate the entire world if it is once 
exploded. But this is not the question at the moment. The question 
is whether above and beyond that necessity there is a moral mandate 
to share more ewitely that which we possess with those who do not. 

Mr. Gatiacuer. Well, sir, I can assure you that we on the com- 
mittee certainly have that mandate on our minds. I think that we 
have aided many nations that have, as you said, played ball with us. 
I think we have aided many nations that have not played ball with us. 

Rabbi Etsenpratu. We have. 

Mr. Gatiacuer. I think that is certainly an illustration of the 
United States to provide bread for the hungry, as you mentioned in 
your statement. 

I would just like to point out one other thing: I certainly am not 
of the same political persuasion as our administration. I read “The 
Ugly American,” too, but I want to assure you of this, that over in 
Germany we have some very fine people over there representing our 
country. They are completely aware of the customs and are very 
familiar with the language and this goes for most of them over there. 

They are fully aware of our mission, not only to safeguard our 
reason for being there, to protect the free world, but also carrying 
out the mandate of moral leadership and prestige there, and I think 
it is recognized by the German mass there. I think that the presti 
of the United States has never been higher than it is right there in 
Berlin today. I wanted to give you that reassurance because every- 
body is not dragging his feet. 

Rabbi E1senpratH. No. No. Nor do I want to give that impres- 
sion. I think what you say is more generally true of our people in 
Europe than in the Orient. 

After all, we have had a long and close bond with Western Europe. 
In school we have taught the Been and the French languages and 
there have been some of our people who are familiar with the French 
and German language and certainly with French and German culture. 
We know the great poets and novelists and composers of Germany and 
of France ant the countries of Western Europe. This is not nearly 
as true in the Orient and therefore one finds in too may instances 
persons who are not familiar enough in the areas to which they are 
assigned. 

‘And now perhaps the same can be said with regard to the repre- 
sentatives of Red China and the Soviet Union. They have been 
nearer to the Orient, and therefore like we know Eastern Europe 
better, they knew the Orient better, and this may be an explanation 
of the disparity I pointed out. But it is a disparity which is critical 
and is worth our remedying. ; fad 

Mr. Gatiacuer. If there is any remedying that can bring improve- 
ment of our position anywhere and propel the leadership, the moral 
leadership that is ours, I certainly would agree with it. 

Chairman Morean. Mr. Beckworth. ; : 

Mr. Becxwortu. I shall not ask any questions, but I certainly want 
to congratulate you on the splendid contribution you have made here, 
Rabbi. 3 

Chairman Morean. Thank you, Rabbi. 
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Rabbi Etsenpratu. Thank you very much. 

Chairman Morean. The next witness is Mr. Nathan. Mr. Robert 
Nathan, national chairman, Americans for Democratic Action. 

Mr. Nathan, you have a statement and you may proceed, sir. 


STATEMENT OF ROBERT R. NATHAN, NATIONAL CHAIRMAN, 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Natuan. Mr. Chairman and members of the committee, m 
name is Robert R. Nathan, and I am appearing today on behalf of 
Americans for Democratic Action, as its national chairman. Our 
organization appreciates this ry sees to testify before your com- 
mittee in support of the Mutual Security Act of 1959. 

In compliance with the Foreign Agents’ Registration Act, I wish 
to state that I am personally registered under this act because of 
the services now performed for Israel, Colombia, and the Embassy 
of Vietnam by the economic consulting firm of which I am president; 
namely, Robert R. Nathan Associates, Inc. 

I have read with care the special message of the President in which 
he presented this year’s mutual security program to the Congress. 
Many sentiments are expressed therein with which we most heartily 
agree and most of all with his declaration that this program “springs 
from the idealism of the American people.” 

This year, unfortunately, it has not sprung very far. 

The administration has, it is true, inched its way in the right di- 
rection. It has asked for $180 million more in economic and tech- 
nical assistance than it did last year. Thus the preponderance of the 
military aspect (military hardware and defense support) is some- 
what less than last year—62 percent instead of 66.7 percent of a 

ear ago. 
‘ In framing this year’s request for the Development Loan Fund, 
however, the President seems to have ignored the words of his own 
message, that— 
it is not the goal of the American people that the United States should be the 
richest nation in the graveyard of history. 

For many months last year high administration officials stressed 
the need for more adequate resources for the Fund. As recently as 
November 13, Under Secretary Herter said : 

If the Development Loan Fund is to be an effective instrument for peaceful 


development, it must have resources for substantially increased activity of 
the order of $1 billion a year. It must also have continuity over a period of 


years. 

Despite this expression of what are surely minimal needs, the Presi- 
dent has asked for only $700 million and on the question of con- 
tinuity has actually retreated from his position in 1957, when he 
asked for a 3-year authorization and obtained 2 years. 

Mr. Chairman, as you know, the Development, Loan Fund had less 
than a million dollars available for loans at the end of March against 
total screened applications of something like $1.5 billion. Even if 
the administration obtains the full $225 million it requested in defi- 
ciency appropriations for the Development Loan Fund, which the 
unfortunate action of the House makes practically impossible, this 
will leave the excess of screened applications over available funds at 
almost $1.3 billion. 
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At the rate of $700 million a year, this means that it would take 
about.2 years to catch up with the present backlog, even if Develop- 
ment Loan Fund refused to consider any fresh applications. These 
simple facts hardly portray “an effective instrument for peaceful 
development.” We are, in effect, advising those in need that they will 
stand in queue on new projects for 2 whole years. 

As we all know, what fell between the administration’s 1958 inten- 
tions and 1959 actions—between the bold words and the timid figures 
of the President’s message was the mirage of the “balanced budget.” 

Too many people in and out of Congress—Democrats and Republi- 
cans alike—have spoken and acted as if this painfully contrived fic- 
tion of a budget were fact. It has even been proposed—most irre- 
sponsibly, in my view—to cut foreign aid by the same amount that 
needed domestic programs are increased, so as to maintain a balance 
that never existed this side of Never-Never Land. 

Reality seems to be breaking through at last. So authentic a spokes- 
man of the business community as the New York Journal of Com- 
merce declared on March 12 that— 
barring the wholly unlikely eventuality that 1959 turns out to be a boom year 
of 1955 dimensions * * * the 1960 budget is going to be unbalanced. 

And it derides the idea that a deficit of $2 or $3 billion would plunge 
our economy into inflation. 

I might add at this point, Mr. Chairman, that the inflationary im- 
pact of this year’s $13 billion budget deficit is very difficult to discern. 

The entire Journal of Commerce article, printed in the Congres- 
sional Record of March 25, is well worth Veadling: It is interesting to 
note that, in the course of placing it in the Record, Senator Monroney 
characterized the balancing of the budget to the ultimate penny as 
a “witch doctor’s remedy” for inflation. 

Now that the budget bogey is in the process of being exposed for 
the sham that it is, it should become possible to consider the needs 
of our overseas aid program on their own great merits. 

As long ago as the spring of 1957, two distinguished research org- 
anizations—the Center for International Studies at the Massachusetts 
Institute of Technology and the University of Chicago Research 
Center in Economic Development and Cultural Change—recom- 
mended that our Government appropriate $2 billion a year for eco- 
nomic development overseas, and put foreign aid on a long-term basis. 
Lest. these scholars be considered dwellers in ivory towers remote 
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from the workaday world, be it noted that the hardheaded business- | 


men of the Committee for Economic Development came to much the 
same conclusion at much the same time. 

Mr. Chairman, in line with these recommendations, we strongly 
urge that the authorization for the Development Loan Fund should 
be stepped up to at least $1.5 billion a year for a period of 5 years. 
This amounts to only 0.8 percent of our gross national product, 2 
percent of our Federal budget, and 3.3 percent of our expenditures 
for national security alone. It is only a small fraction of our in- 
creased production at high levels of employment. 

This does not mean that the money authorized and appropriated 
should be rashly or hastily spent. It does means, however, that the 
United States would be moving toward the goal ADA has always 
urged—that our response to the needs of the underdeveloped coun- 
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tries be measured, not by the limits of the funds available, but by 
the capacity of the recipient countries to put our aid to constructive 
use. We could readily make far more available than could be used 
constructively. 

We hope, incidentally, that the mere fact that all the funds appro- 
priated for a given year may not be spent by the end of that year will 
not in future be used as an argument for curtailing the program. No 
great business enterprise would consider operating on this hand-to- 
mouth, ever-bare cupboard basis. 

I need not remind you of Mr. Dillon’s testimony before this com- 
mittee that, at a recent meeting of representatives of the United King- 
dom, Germany, Canada, Japan, and the United States, every country 
except the United States was able to declare what it could do to help 
India. At a time when Communist power has been pushed to the 
very frontiers of India, and when the success of her experiment in 
democratic development is more vital than ever, it is tragic that the 
wealthiest country of the world should stand self-paralyzed by the 
penury which has been imposed upon its economic aid agencies. 

Mr. Chairman. I shall allude briefly to two other points we have 
often stressed before—the need for the separation of military from 
economic aid, and for the channeling of an increased proportion of 
our aid through multilateral channels. On both these points your 
committee has been most helpful in the past. 

I believe that a good beginning on the separation of military from 
economic aid might be made this year by placing the provision of 
military hardware under the Defense Department. Military aid is 
essential to friendly nations exposed to external military aggression 
such as Korea, Vietnam, and Formosa, but in many places our military 
assistance creates more problems and insecurity than it solves, It 
must be geared to realistic military and sclaeed: considerations, and 
not to propaganda for home consumption. 

We welcomed the recommendation of your committee last year that 
the audited expenditures of the recipient countries be included in the 
base upon which the U.S. contribution of 40 percent to the U.N. ex- 
panded technical assistance program is calculated, and hope that the 
Senate will concur this year in this modest step forward. 

Looking to the future, I believe that we shall have to reconsider the 
basis upon which the contributions of various nations to U.N. activi- 
ties are calculated. At present, they are directly related to national 
incomes—just as a flat rate income tax is to individual incomes. But, 
as U.N, activities expand, such as the U.N. special fund for whose 
establishment Congressmen Carnahan and Judd deserve much credit, 
it would appear to me that we should move to a graduated rate of 
some sort, just as we have for our own income tax. As “ability to pay” 
is appropriate for domestic taxation, it is more than proper in placing 
burdens on nations, 

Mr. Chairman, I shall conclude by referring to one of the greatest 
needs of many of the underdeveloped countries—trained administra- 
tors both in public and private enterprise. With respect to the former, 
we welcome the establishment in. the United Nations of an interna- 
tional administrative service, which will furnish to governments, at 
their request, temporary administrative personnel, . We believe that 
this could well be supplemented by the use of some proportion. of 
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our American aid by the recipient governments to employ qualified 
administrators from countries—such as Europe, Japan, and the 
United States—where they are available. 

The need for management in private enterprise is just as great. 
One of the chief advantages of American investment overseas is that 
it brings trained management with it. Outside the Western Hemi- 
sphere, however, such investment is not likely to take place on a great 
scale, no matter what encouragements we devise for it. 

I, therefore, make bold to lay down a new challenge for our great 
business enterprises—one that many of our universities have alread 
met. It is a challenge in terms of men, rather than of money. i 
suggest that they make available to the underdeveloped countries 
qualified people capable of running the steel mills, the flour mills, the 
cement factories, and the like—such persons to stay long enough to 
train the people of the country themselves to take over their jobs. 

By so doing, they would be playing their part in meeting the great 
challenge of this country—the banishment of poverty from the lives 
“ people, and ultimately even from the many languages of man- 

ind. 

Just one or two final points: I heard the Rabbi’s testimony here this 
morning. I would like to say just a word about Israel. fiaw had 
the privilege of visiting that country a great many times and I just 
want to say that, while the progress that it has made in recent years 
has been truly phenomenal in terms of reclaiming the desert, in terms 
of building industry, in terms of agricultural development, Israel is 
not yet at what we call the takeoff point; the takeoff point where it is 
at the edge of self-support. 

Its needs are very substantial, as was indicated. It is faced with 
significant, serious, tremendous economic problems in the immediate 
years ahead as reparations run out. But with continued sizable im- 
migration—and they are getting many more people now from Eastern 
Europe who seek to escape from the tyranny of communism—its de- 
mands are in a sense larger than they were. It seems to me that, in 
addition to the significant and valuable aid that is coming to Israel 
from the disposition of agricultural surplus products and from the 
Development Loan Fund and the Export-Import Bank, it would be 
highly appropriate for the United States to continue a reasonable 
amount of direct aid in the form of grants to that country in this 
period of its efforts to seek and to achieve self-support. 

One final point, Mr. Chairman, and that concerns the long-range 
aspect. I heard Mrs. Bolton raise a question about how one goes 
about a long-range program when Congress is only in existence as a 
given entity for 2 years and then personnel may change. I feel 
the United States has undertaken many programs in its history that 
has committed us for a substantial period of time and I think we 
have the techniques and capacities to make authorizations over sub- 
stantial periods. 

In this foreign aid area, let us not kid ourselves. This aid pro- 
gram is not going to be “done away with” in the next 2 or 3 or 5 
years. I think we are faced with the problem that people in various 
parts of the world in tremendous numbers are living at fantastically 
low living standards with low levels of productivity. It is literally 
impossible for them through their own efforts to raise themselves by 
their bootstraps ata rapid pace. 


‘ 








ow | ae ee ae a aa a | 


Ors tnreaon 








eS eS ET OO ll 


ie eS. oe ea a = 


a i i 





MUTUAL SECURITY ACT, 1959 549 


They need technical assistance, they need management, they need 
consultants, they need advisers, they need capital, and if we regard 
this so-called war against poverty as one in which we have a very 
real interest, even a self-interest, then I think we must look at this 
problem realistically. In my judgment, we are going to be called 
on for foreign loans, for some grants, for technical assistance, for 
perhaps the next generation, and I believe it is incumbent on us to 
quit kidding ourselves about the fact that we can do something one 
year and maybe next year it will be over. 

I think we are faced with a need for long-range programs, plan- 
ning and commitments in this economic development area. 

Chairman Morgan. Thank you, Mr. Nathan. 

Mr. Nathan, on page 3 you say, I believe, a good beginning on 
the separation of military from economic aid might be made this 
year by placing the provisions of military hardware under the De- 
fense Department. 

I imagine you are familiar with the attempt at separation in 1957? 

Mr. Natwan. Yes, sir. 

Chairman Morean. Mr. Nathan, I am one member of this com- 
mittee who feels and feels very definitely about the fact that while the 
two parts of the program are connected, that military assistance, as 
long as it is a definite part of the program, is a great aid to the pro- 
gram and an essential part of the momentum behind the bill which 
makes it possible for passage on the floor of the House. 

Mr. NatHan. You mean makes possible the whole aid program ? 

Chairman Morean. Yes. And with which separation I think defi- 
nitely the economic part of this program in the House would be in 
jeopardy. 

Mr. Natuan. You gentlemen in the House know much better. It 
is my impression this was true 3 or 4 years ago and I think perhaps 
in many ways the economic aid program was assisted in its survival 
by the fact that the military was with it. I have the feeling that 
the shift has been the other way in the last 2 or 3 years. 

I have no objection, Mr. Chairman and members of the committee, 
to having them programed together, because in a sense they have to be. 
Defense support is partly economic and the two tie in together. You 
can’t pour into a country with which I am very familiar, Vietnam, 
tremendous amounts of military hardware without being concerned 
about how the soldiers get paid—and how is the buying power that 
is thus generated in the internal economy absorbed and how does it all 
fit together in a logical and sound fiscal program. 

You have to tie the whole picture together in the program sense, but 
I do believe from the administrative point of view it is better that the 
disposition and the handling of the armament and hardware be placed 
in the hands of our Defense Department. 

I would hope that the American people would understand suffi- 
ciently the importance and significance of the economic aid that it 
can be sold on its own. If it is only sold as military, I agree very 
much with the previous witness that much of the benefit which we 
seek in terms of a desire of the peoples of the world to associate with 
the free and democratic societies will be lost through creating the im- 
pression that is tied always with the military and tied only with so- 
called “cold war.” 
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Chairman Morean. Tam not in disagreement with you about the 
feeling out in the field, My statement, of course, is the political situa- 
tion that occurs right here on Capitol Hill. 

Mr. Fulton, 

Mr. Fuuton. We are glad to see you here and have your statement. 
Would it be possible in a state such as-Israel in which I am great] 
interested, to have a provision put in these various succeeding US. 
mutual security programs that when these countries, the recipient 
countries themselves, do a good job of taking on international responsi- 
bilities that. we in the United States would put up a matching fund, 

almost the way we do under the United Nations Children’s Fund ¢ 

For example, Israel from many places is'taking refugees and ex- 
pellees as well as people who have been even under the category of 
stateless persons. The people of Israel on their own are now startin 
out to raise a fund through the UJA (United Jewish Appeal) an 
various agencies, of $100 million to take care of such refugees and dis- 
placed persons who are outside people, That is really a world respon- 
sibility—partly ours as well as theirs. 

Could you envisage or recommend to us any kind of a matching 
formula, which I have been thinking of? Might we do that? 

Mr. Naruayn. I think; Mr. Fulton, this would make a great deal 
of sense. I think that if we looked at. certain problems such as the 
one you suggested of the absorption of people who are stateless, who 
are expelled, who must find some place to live, then I think it would 
be quite appropriate that the United States, let us say, put up $1 
for every $2 that is provided locally, or $1 for every 1, or 1 for 3, 
and this would be completely consistent with our past principles, 

Mr. Fuuron. It would be a method of generating new help in the 
program and having private people in many states as well as other 
states contribute to the alleviating of the refugee problem that is fac- 
ing every country in the world, wouldn’t it? 

Mr. Natuan. Very substantially. 

Mr. Furron. You would recommend, would you not, that the 
United States join the World Refugee Year program in 1960? I 
strongly favor it. 

Mr. Narnan. I think that is something that would dramatically en- 
list tremendous support and enthusiasm throughout the world, 

Mr. Fuuron. If we were to put a provision of that type in this par- 
ticular bill, we would really be anticipating our participation in the 
1960 calendar year.in such a worldwide effort to get the refugee prob- 
lem in the main settled and stop it from being a drain on our treasury 
as well as on the resources of many other peoples. 

Mr. Naruan. Yes, I think it would be an extremely constructive 
solution. It will get these people into an environment in many coun- 
tries where they can soon become self-supporting and this in a real 
sense would end the drain, as you suggest. 

Mr. Futon, The point the chairman has made I would like to 
comment.on. Under the Constitution our foreign policy, of course, is 
vested in the President of the United States and the person who ex- 
ecutes the foreign policy and formulates it for him is the Secretary of 
State and his Cabinet. 

In my opinion, our U.S. foreign policy with various countries and 
various international organizations should be a unified U.S. policy. 
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I am one of those who would strongly oppose dividing off the means 
of foreign policy, of implementing it, which in this case is the military 
hardware, from the foreign policy itself. I believe it has been a mis- 
take to put under the legislative jurisdiction of the Agriculture Com- 
mittee the Public Law 480 program on the distribution of U.S. agri- 
cultural surpluses abroad ; likewise to fragment the U.S. foreign odlicy 
by having under the Banking and Currency Committee, the Export- 
Import Bank and the World Bank jurisdiction; to put the various 
methods of implementing such as money, food, military hardware, 
loans, et cetera, in different pockets. Then there is not an overall 
unified look by experienced congressional committees at the basic 
U.S. foreign policy with the particular country or the group of 
countries. 

So I am one who is strongly o d to such dividing of military 
and civilian jurisdiction on the U8. mutual security program. 

Now, do you agree on that ? 

Mr. Natuan. I would agree, Mr. Fulton, that what is needed is 
some central programing. You are absolutely right. You cannot 
have the Department of Agriculture concerning itself completely with 
agricultural surplus disposition, unrelated to economic loans and 
grants, and another department concerned with military and in an- 
other committee unrelated to the economic or the food: 

Mr. Furron. And unrelated likewise to the philosophy that we 
have of foreign relations as developed on a bipartisan maak by the 
United States abroad. 

For example, it is possible that the U.S. policy would be dumping a 
commodity to get rid of it in the United Btates with no thought of 
what effect it would have on the peoples abroad in that country, the 
recipient country or surrounding countries. Is that not right? 

Mr, Natuan. Yes. They have to be very careful that they don’t 
disrupt the competing sources of supply in normal trade channels. 

Mr. Fuuron. The House Foreign Affairs Committee members—and 
many of us have been on it a good many years—are experienced in 
foreign policy and are conformed on a bipartisan basis to this policy. 

you want to speak, Mrs. Kelly? Did you have something to 
say ? 

Mis. Kerry. No, I am not saying a word. I am agreeing with you. 
I hope you offer the amendment. i will sponsor it with you. 

Mr. Futron. I will cosponsor it with you. I am glad to have you 
agree. The Senate Foreign Relations Committee likewise has many 
experienced members on a bipartisan basis on the overriding philos- 
ons of American foreign policy. We on these congressional commit- 
tees have a detailed knowledge of these foreign countries that we have 
gone to, visited, and looked at as an overall picture. 

I agree with the chairman thoroughly—TI hope he goes this far— 
that we should have a total picture of the country in the minds of 
the working congressional committees with people who will go, check 
it, and learn to know the officials. We need to know who they are 
and know the politics of the foreign peoples as well as know what the 
commercial lines of communication are or the military lines of com- 
munication. I believe your organization ought to well consider a re- 
vision of your stand on this particular point. 

Thank you. 
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Mr. Naruan. I will just say this, Mr. Fulton: We certainly would 
not want to imply in any way that the programing can be anything but 
total. In other words, you have to take a look at a country’s program 
as a whole—the military, the economic, the political, the food, and so 
forth have to be programed together. 

Mr, Furron. But don’t you think the small amount of the U.S. 
foreign military program, about $1,600 million compared to a $41 
billion domestic military program under the House Armed Services 
Committee, would get lost in the shuffle if that committee had both 
jurisdictions ? 

Mr. Naruan. The military aid ? 

Mr. Fuuron. It would be lost in the shuffle. We would have no con- 
trol over it in Congress, would we? 

Mr. Naruan. I would think that Congress would appropriate for a 
military program. While it would be a total military package in the 
appropriation sense, there should be a designation as to how much is 
for disposition abroad as distinguished from what is for our own de- 
fense forces. 

Mr. Furron. But the mere size, being packaged in with an ele- 
phant 20 times the size of this military aid program abroad, I believe 
it would certainly be lost and not receive the careful attention our 
Foreign Affairs Committee gives to such portion of the U.S. foreign 
aid program. 

Chairman Morgan. The gentleman’s time has expired. 

Mrs. Kelly. 

Mrs. Ketiy. Mr. Fulton, I agree with you completely and I hope 
you offer that amendment. I wiltons ort it. 

Mr. Furron. You make spring doubly enjoyable at this point. 

Mrs. Kreiity. Does Mr. Nathan believe in assistance to any coun- 
try regardless of the political situation ? 

Mr. Natuan. No, I don’t. I certainly would not give any assist- 
ance to Russia. I would say I believe in assistance to Yugoslavia, I 
believe in assistance to countries who do not have precisely the same 
system as ours. I would be inclined to test my assistance principally 
on whether that country is likely to be an aggressor, is likely to be 
imperialistic, is likely to engage in attempting to influence and under- 
mine other countries. Those would be my considerations. If the 
system is one which is inherently imperialistic and seeks to under- 
mine and destroy other countries, peaceful countries, then I certainly 
would not give aid to them. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Bentley. : 

Mr. Bentiey. Mr. Chairman, before I begin my questioning, I 
think the record should show, in connection with Mr. Nathan’s second 
paragraph of his statement, that he is registered under the Foreign 
Agents Registration Act. I understand that this is not a precedent 
insofar as witnesses who are registered under this act appearing before 
the committee in connection with this legislation, am I correct ? 

Chairman Moraan. It does not establish a precedent. We had one 
who appeared last year. : : 

Mr. Bentiey. One brief remark: When you were discussing the 
military aid part of the program, you mentioned certain countries In 
which you felt the military aid portion of our program was justified 
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and you included among them Formosa because of the danger of 
a ar 

o I take it then that your organization not only supports the 
concept of military aid to Formosa, but also that government which 
1s Now recelving it 

Mr. Naruan. I think I speak correctly in indicating that our or- 
ganization would favor self-determination of their government in 
time by the Formosans. Whether that is possible as of the present 
time, I think there would be serious doubts—but in time we would 
like to see self-determination by the people in Formosa of the gov- 
ernment they would like to have. 

Mr. Brentiey. You don’t believe they have that right at the pres- 
ent time? 

Mr. Natuan. That they have the right at the present time? Well, 
this I think is a question of whether the timing is appropriate in terms 
of the security or insecurity. I suspect that it ett take a consider- 
able period of time to work out arrangements whereby self-determina- 
tion could be implemented. It is my own personal judgment that ef- 
forts in this direction ought to be taken, but in the meantime, pend- 
ing self-determination and an independent government of Formosa— 
completely independent from China—I would certainly favor con- 
tinued aid to preclude any kind of threat to Formosa. 

Mr. Brenttey. And maintenance of the political status quo. 

Mr. Natuan. Well, I would hope we would begin now and would 
proceed consecutively and effectively to try to provide a self-deter- 
mined government there. 

Mr. Bentiey. Now, in your discussion of the Development Loan 
Fund and your apparent criticism of the administration, for what on 
page 1 is termed a retreat, by only requesting $700 million, and in 
view of the backlog of total screened applications, do you in this 
statement—and if you have I have not Found it—make a specific 
recommendation for congressional action with respect to the Devel- 
opment Loan Fund? 

Mr. Natuan. Yes, we suggest authorization of a billion and a half 
a year for 5 years in the statement. 

Mr. Bentiey. Since you have apparently criticized the administra- 
tion for not asking for a sufficient amount of money for the Develop- 
ment Loan Fund, would you say that if the Congress does not this 
year take action to increase the administration’s recommendations, 
which of course it has every right and ability to do, would you say 
that Congress has shared in that retreat ? 

Mr. Natuan. Yes, I would say so. I think that, since the adminis- 
tration hasn’t asked for more than $700 million, i would hope Con- 
gress would take the initiative and authorize a substantially larger 
amount itself, If it doesn’t, I think it, in a sense, can be accused of 
missing the last clear chance. It has an opportunity to make the 
increase available. 

Mr. Benttey. I was very interested in your migeretga with respect 
to the use of personnel by private enterprises abroad. 

Do I understand that such personnel, in your opinion, should be 
furnished by private enterprises without any participation or assist- 
ance on the part of the Federal Government ? 

Mr. Natuan. I would say the answer is “Yes,” except, Mr. Bentley, 
I would add that in many countries they just do not have the dollars 
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or the possibility of earning adequate dollars to hire foreign man- 
agement teams, in which case I would very strongly recommend that 
you include in your bill funds which would specifically be granted 
to countries under our technical assistance programs to be used for 
making contracts with American business to manage enterprises. 

In other words, I would say to India, if I were in the Congress or 
the administration, “Here is $50 million for technical assistance,” 
or $5 million or $10 million. “With these funds you can go to Ameri- 
cah corporations and try to work out management contracts so that 
they will send teams of managers over there for 2 years, 3 years, 5 
years, to run your enterprises as a management team, to demonstrate 
how enterprises can be run successfully.” 

Mr. Bentiey. Don’t you admit the possibility that private enter- 
prise might be willing to supply at least part of these pronts without 
any recompense from this Government being required? Perhaps 
put them on a dollar a year basis or something like that? 

Mr. Narnuan. I think it would be wonderful if they did, but I am 
not sure we can rely on that. I think that would be an ideal thing 
for business to do. 

Mr. Bentiey. Thank you, Mr. Chairman, that is all. 

Chairman Morean. Mr. Pilcher. 

Mr. Pitcuer. Thank you, Mr. Chairman. 

Mr. Narwan. I got a little confused at your answer to Mr. Fulton’s 
question. Do you stand by your statement—still stand, or does 
your association still stand by your statement on page 3— 

I believe that a good beginning on the separation of military from economic 


aid might be made this year by placing the provision of military hardware 
under the Defense Department. 


Then you go on further to say— 


Military aid is essential to friendly nations exposed to external military 
aggression but in many places our military assistance creates more problems 
and insecurity than it solves. 

That is still your opinion ? 

Mr. Natuan. Yes, sir. They have to be programed together. I 
think, Mr. Pilcher, that you can’t look at each type of aid independent 
of the other. I think the total programing in relation to a given 
country has to be all inclusive. 

Mr. Picenin. But you think the military should be under the De- 
fense Department instead of under this committee? 

Mr. Natuan. Yes. 

Mr. Fuiron. Would you yield? 

Mr. Prvcuer. Yes. 

Mr. Futron. That brings up the question of the use of language. 
That would mean, then, T would take it, because I don’t want our 
use of language to cause any misapprehension later, that Mr. Pilcher 
thinks you are saying one thing and I think you are saying another. 

I might make a suggestion on that. You mean then that the policy 
and the setting of the authority for the U.S. military programs abroad 
should be exclusively under the House Foreign ‘Aftairs Committee 


and that the determination of the type of hardware, the selection, 
should be under the Department of Defense ? 

Mr. Puwcuer. Thatis not what he said. 

Mr. Foxton. I am asking that. 
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Mr. Natuan. Well, I would say that I believe that a program ought 
to be developed for each country which is all-inclusive, and that pro- 
gram should be coordinated under some kind of central agency, 
whether it is within the State Department, Mr. Fulton, or not. 

I do think that it has to be integrated. The policy side, I do think, 
has to be considered by the people who are concerned with foreign 
relations, 

Mr. Funron. And that would be on the congressional level, the 
House Foreign Affairs Committee, and the Senate Foreign Relations 
Committee ; is that not right? 

Mr. Natuan. The programing—— 

Mr. Prrcuer (interposing). I am in favor of the military aid of 


this program being administered by the Defense Department. 


Mr. Natuan. It should be administered by the Defense Department. 
Mr. Fuuron. But the policy should be set by the Senate Forei 
Relations Committee and the House Foreign Affairs Committee in 
constituting what the authority is on the foreign policy to carry out 

that program. 

Mr. Naruan. Well, I am not sure there what you mean, Mr. Fulton, 
by authority. 

Mr. Futron. But Mr. Pilcher was very clever in stopping you from 
answering my last question just before we got going, there. He is a 
good cross-examiner. 

Mr. Pitcuer. It is just a matter of getting the record straight as 
per his statement and I think he agrees with just exactly what he says, 
that the military aid of this program should be under the Defense 
Department. 

hairman Morean. The time for the gentleman from Georgia has 
expired. 
r. Curtis. 

Mr. Curtis. Mr. Nathan, you have emphasized very strongly the 
development loan program, which is project aid, and is a newer form 
of aid distinct from the form used previously. You think that it is 
a good form ? 

Mr. Natrnan. I think it is very good, but I think simultaneously 
we should not completely and totally eliminate direct aid and grants. 
I think the project approach has great merits, but there are many 
instances where you are faced with what might be called a balance of 
payments problem or certain kinds of emergency problems—as Mr. 
Fulton recommended here, or suggested, concerning a large-scale 
refugee flotation. There are nhsbieins where we have to have some 
funds to help in special circumstances, 

But generally the project approach is a very meritorious one. 

Mr. Cort: Can you think of any way in which that other type of 
aid that you say is also necessary can be furnished in such a way 
that it won’t just be lost in commercial transactions, and in such a 
way that the public in those countries will have some knowledge of it? 

Mr. Natnan, I think, Mr. Curtis, that we haye to put, if you care 
to use the word, “strings” on our aid to determine the way in which 
it is distributed so that you do get real distribution. 

As far as the knowledge of the public is concerned, I do believe 
we have to improve our informational program—but by and large in 
my travels (and I just came back a month ago from my 12th trip 
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around the world in the last 7 years) I am convinced in most coun- 
tries the people have a pretty good idea about American aid and 
American programing. This does not mean that it gets way back in 
the village back in upper Burma where we have been working for 
7 years. They don’t hear anything anyhow, by and large, and I don’t 
say this in a derogatory sense. In most of the countries it is the 
leaders and the educated and the articulate people in the large urban 
centers who really know and understand it. By and large, I think 
there is a pretty good appreciation of our aid program. 

Mr. Curtis. Thank you. 

Chairman Morean. Mr. McDowell. 

_ Mr. McDowett. Well, Mr. Nathan, along that same line, thinking 
in terms of foreign policy, or of the mutual security program, partic- 
ularly back at the time of the Marshall plan, the an Doctrine, 
NATO and the Atlantic Pact, what do you believe, or do you believe 
there has been or should have been any basic concept in the purpose 
of our mutual security program as we know it today ? 

Mr. Naruan. I am deeply grateful for that question, because I 
think that we started out in the Marshall plan with a magnificent 
conception of rehabilitating a wartorn industrial] society, highly tech- 
nical and highly competent. And we have never in my judgment 
really formulated de novo and thoroughly a program for the under- 
developed countries. We have taken a magnificent Marshall plan and 
patched it and patched it with changing alphabets, changing ap- 
proach, and changing amounts. I think the underdeveloped coun- 
tries have a different problem completely than Western Europe, dif- 
ferent in duration, different in characteristics, and different in the 
way you go about it. Ido believe, Mr. McDowell, that it is high time 
that we Comaoaa a program geared to this war on poverty. It is 
a different one from the war for rehabilitation, and I think a good, 
hard, thorough look at the program in terms of objectives is long 
overdue. 

Mr. McDowett. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Gallagher. 

Mr. Gatiacuer. Mr. Nathan, I certainly want to thank you for 
your candid and forthright, as well as thought-provoking statement 
here this morning. I certainly agree that we should have total pro- 

ming. 

In the interests of time, I am going to yield back my time, if you 
want to get unhung from your position between Mr. Pilcher and Mr. 
Fulton. 

Mr. Naruan. Well, there is a problem here, it seems to me, Mr. 
Gallagher, on administration and programing and policy. I do be- 
lieve, Mr. Pilcher, that in any particu ar country you must have an 
integrated approach. You can’t have a political decision or concep- 
tion that goes in one direction and an agricultural disposition pro- 
gram that goes in another, your military aid in a third, and defense 
support ina fourth. 

These have to be pulled together in a total program directed at what 
you seek to achieve in your relations with that country. 

As far as the administration thereof is concerned—and I suspect, 
Mr. Fulton, we might part company here—as to just what the hard- 
ware ought to be, whether it should be a big tank or a little tank or 
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a rocket missile or something, I think the military part of this has 
to go further than that, I think that the military people are the ones 
who can judge the strategic considerations in Vietnam, Korea, or 
Formosa. In a sense, they play a part in the programing, as well 
as just in deciding whether you give big guns or little guns. 

Mr. Fuuron. Would you yield further ? 

Mr. GaLuaGHeEr. Yes, 

Chairman Morean. The time of the gentleman has expired. 

Do you mind, Mr. Fulton, if I go on to Mr. Bowles and then return 
to this 

Mr. Fuuron. Very well. 

Mr. Bowtas. I, would like to comment briefly on Mr. Bentley’s 
point about private enterprise. I think we need to approach this 
situation with new imagination, At the turn of this.century the 
British had no income tax, no corporation tax, and a world colonial 
market which was pretty well guaranteed by British troops.. The po- 
litical stability of much of the world was pretty much under control 
of the Government in London. 

Therefore, it is, not surprising that the British spent something 
close to 10 percent of their gross national product abroad each year 
and exported a high percentage of their brains. in 

Today we have a very different situation. Private enterprise does 
not have the saving capacity it had in those days because of high 
taxes which are essential for other reasons, and the world market is 
not the stable one that it was formerly, policed by the Scottish High- 
landers. But the need of the underdeveloped continents for capital 
aid skills is as great and we have to find new ways to adapt ourselves 
to these rather new conditions. 

We have not yet found the.formula as to how we can best tap 
American private capital and talent. 

One possible approach is management contracts. with American 
corporations. A government of an undeveloped country, with money 
loaned by us or granted by us, could.open up a,management con- 
tract with an American corporation on a, straight-line arrangement, 
let’s say, to set up a new fertilizer plant, to manage.the plant, and 
to train the local people to run the fertilizer plant, perhaps taking 
an interest themselves. 

What most underdeveloped countries need is not relatively inexperi- 
enced technicians. Often the need is for the top vice president of 
Monsanto Chemical.or the top vice president.of General Electric who 
has something major to give in the way of management and.skill 
and the rest. ; 

These new encesnreepes nations are reluctant to see too big a 
proportion of their wealth going out of the country, and our.com- 
panies are naturally reluctant to take risks past a.certain point, when 
they can invest the same amount of money in stable societies such as 
Canada or Mexico, 

We are up against a new situation that is going to require a lot of 
imagination i a lot of new thought, 

Mr. Nathan, I would like to ask-you in the time I have remaining 
here, to comment on Burma, which is so extremely important. It is 
on the very border of China, and it will be in the frontline if China 
ever starts to expand aggressively to the Southeast Asian area, which 
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I think is quite possible. The Burmese are remarkable le, funda- 
mentally and strongly anti-Communist os You have a great 
deal of experience in Burma and I would like to get your comments 
on it. 

Mr. Naruan. Well, I think Burma is very strongly anti-Communist 
and, in my judgment, will continue so. Burma has had a change 
in government within the last 6 months, as we all know. The aah 
tary have taken over in the sense of operating the economy. They 
have now committed themselves, I think firmly, to have elections with- 
in another year. I believe this will happen. 

In the meantime, I think that the anti-Communist flavor will persist. 
Burma, it seems to me, is a prototype of the problem you pose. Mr. 
Bowles sy they really need management and we in the United States 
keep thinking of foreign investment, foreign investment, foreign in- 
vestment. 

I favor foreign investment. I think we should do everything we can 
to get American investors to go abroad. But we are also in favor of 
free enterprise in those countries, and free enterprise doesn’t mean 
only American investors, it means helping local free enterprise, and 
they don’t have the management. 

f we can get American business, which has a tremendous wealth 
of talent of how to run things, how to get things done, to make avail- 
able some of that management abroad, the chances of free enterprise 
surviving, the chances of keeping the Communists off balance are tre- 
mendously enhanced. Burma is exactly in that line. Burma has won- 
derful — resources and idealism but to be honest with you—and 
we worked there 714 years—they don’t know how to get things done, 
how to manage. 

The British ran all the enterprises until after World War II 
and, as a result, they haven’t had any experience. They haven’t been 
able to develop managerial ability. If we could help provide that in 
Burma you would see an increase in production and living standards 
that would be tremendously rapid. 

I think here is a place where we have tremendous possibilities. In 
this crusade against communism, I think we haven’t begun to tap this 
tremendous reservoir of talent in American corporations. 

Mr. Bowtes. What do you think of the Burmese Government to ac- 
cept sizable Government loan programs? Can they use the money 
effectively ? 

Mr. Natuan. They can use much more than we are lending now. 
I don’t talk in hundreds of millions, but in tens of millions they can 
use more. But if they had help in management, they could use much, 
much more. 

Mr. Bowtes. You have to find ways to overcome their natural re- 
sistance to the white man coming out to try to—as they say—exploit 
their country. And we have to understand the American manager’s 
point of view, who naturally wants a big profit return for the extra- 
ordinary risks he is taking. We can take some of those risks out 
with guarantees against political exploitation. It is a subject which 
needs new and fresh creative thinking, far more than it is getting 
now. 

Mr. Natuan. Very much. 

Mrs. Ketxy (presiding). Is that all, Mr. Bowles? 
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Mr. Bow gs. Yes. 

Mrs. Ketry. Have you a further question, Mr. Fulton—— 

ve Furron. Yes. Pai OE ae 

@ question comes up—sup e policy decision—— 

alge mpg Pardon me, Mr. Fulton, I must make a statement at 
this time. We will not have the third witness this morning. The 
third witness scheduled this morning will be the first witness here 
at 2:30 p.m. so we will adjourn after this question of Mr. Fulton. 

I am sorry. 

Mr. Fuuton. That is all right. 

Suppose the policy decision is to be made on military weapons that 
atomic or nuclear military weapons are to be placed in the hands of 
countries in Southeast Asia, and possibly the picking out of one coun- 
try. That raises a tremendous policy question that. combines mili- 
tary, strategic and the whole foreign affairs posture of this country 
in the Southeast Asia area. 

In looking at the question between Mr. Pilcher and myself, to 
Mr. Pilcher, that question, with the President, of course, having the 
final say, can go before the Armed Services Committee, and the House 
Foreign Affairs Committee which seems to emphasize more peaceful 
pursuits, an approach from the civilian point of view, would not 
be taken into that decision. 

I took an extreme case but I did it for purpose of illustration. To 
me, whether or not an atomic and nuclear weapons system is given to 
any one country, should come under the policy direction of the par- 
ticular congressional committees who have the svete policy deter- 
mination, and those two committees are the House Foreign Affairs 
Committee and the Senate Foreign Relations Committee. 

I think that is wrong in the reverse of that coin to have the House 
Agriculture Committee, from a commercial point of view with some- 
times dumping in mind, handling programs that have to do with 
U.S. agricultural surpluses abroad. Beckuss first they are not a. mem- 
ber of the overall U.S. foreign policy and secondly, they are not aimed 
in a particular country at a unified U.S. foreign policy in connection 
with that country. 

Now that is a comment I wanted to make. 

Mr. Pitcuer. Will the gentleman yield? 

Mr. Fuxron. I will be glad to yield. Do you agree with that? 

Mr. Naruan. If the decision were made, let us say, to put atomic 
weapons or hydrogen weapons into India, I think this would affect 
our foreign policy so much it seems to me it would have to come be- 
fore the committees concerned with rea policy. 

Mr. Piucuer. Now we appropriate about $40 billion a year for 
the Defense Department for defense of the United States. Do you 
mean to tell me that a little $1.6 billion here is going to change the 
defense setup of the whole country ? 

Mr. Fuuron. The size of the bomb does not change the policy. 

Mr. Prrcuer. Mr. Nathan made a positive statement to which I 


agree, 

re Ketiy (presiding). Will you direct your questions to the wit- 
ness? I believe the discussion among the members could take place 
when you amend the bill. 
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Mr. Naruan. In our form of government, we always have prob- 
lems of coordination. How do you coordinate policy with operations ? 
You pose a very interesting question, which I would just like to throw 
in the hopper, here—the problem of coordinating our agricultural 
production with our foreign aid program. 

I think Public Law 480 is one of the great laws of recent times, 
but. did we ever stop to think aig Se our agricultural measures were 
successful, we wouldn’t have any Public Law 480? In other words, 
on the one hand we are trying to cut down agricultural production 
and then we dispose of it just because these efforts have failed. 

I think it is ugh time we began to put those two together in 
some way. I think agricultural surpluses are not .a scourge. They 
are a great asset. 

Mr. Fuuton. I do have a real point. My question was this: Under 
the United Nations, should not Russia and the United States pay the 
same amount of contribution by the year? 

Mr. Natruan. Absolutely the same amount. 

Mr. Fuxron. Well relatively the same. But don’t have us pay 
the major part of it and they pay so very little when they seem to 
be one of the greatest threats to the peace and security of the world. 

Mrs. Keiiy (presiding). Mr. Pilcher, will you take the chair? I 
have an appointment. 

Mr. Futon. Could you answer the question ? 

Mr. NatHan. Yes. I have doubts actually, Mr. Fulton, whether 
that is reasonable, whether it is necessarily important. I think 
the test. of the Soviet ability to make contributions to the U.N. is 
the tremendous military expenditures they are making, the tremendous 
peepegenes expenditures they are makina pu on the other hand, 
to be honest with you, I doubt whether, if we said this in the U.N., 
we would succeed. 

In other words, I’m not sure that the amount of money involved is 
one that is worth a real fight. I would use the issue for propaganda 
purposes only. 

Mr. Futon. Not speaking adversely to anybody at all, even Soviet 
Russia on this-point, if they are going to act equal then they should 
pay equal to the United States. 

Mr. Natruan. Well I suspect that many countries would not vote 
for that because they a!l like to feel that in the family of nations 
they are acting equal. 

Mr. Futon. May I disagree with you on something and I am go- 
ing to ask you a question and I think I know your answer. 

oes your organization still stand for the recognition of Communist 
China by the United Nations? 
Mr. eae At our last convention we adopted a resolution and 
it was proposed at the convention, by a narrow pate that negotia- 
tions be started on recognition and admission to the U.N. 

Mr. Fuuron. May I respectfully disagree with you, because under 
chapter 2, article ee the United ations Charter it has to be a peace- 
loving nation and I can hardly see Communist China in that category. 
Or in chapter 1, article 2, and subsection 1 membership is based on 
equal ppversnenty of each of the members. Or in subsection 3 it is 
stated that all members shall settle their differences, their interna- 


tional disputes, by peaceful means in such a manner that international 
peace, security, and justice are not endangered. 
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Or in subarticle 4, it is provided that all members shall refrain in 
their international relations from the threat or use of force. 

Mr. Narnan. I don’t think Russia qualifies either under those terms, 

Mr. Prncuer (presiding). Mr. Bentley. 

Mr. Bentiey. I just want the record to show that although I 
haven’t commented upon Mr. Nathan’s description of the concept of a 
balanced budget as a mirage and a bogey, this should not be taken in 
any sense to indicate my concurrence with his premises. 

r. PrucHer (presiding). The committee stands adjourned. 

(Whereupon, at 12:45 p.m., the committee adjourned to reconvene 
at 2:30 p.m. the same day.) 


AFTERNOON SESSION 


Chairman Morean. The committee will come to-order, 

This is a continuation of the hearings on mutual security for the 
fiscal year 1960. 

Our witness this afternoon is Dr. Henry C. Koch. 

Dr. Koch, you have a statement and you may proceed, sir. 


STATEMENT OF DR. HENRY C, KOCH, CHAIRMAN, COUNCIL FOR 
CHRISTIAN SOCIAL ACTION 


Dr. Kocu. My name is Henry C. Koch. I am testifying here on 
behalf of the Council for Christian Social Action of the United 
Church of Christ. 

I am pastor of Concordia Lutheran Evangelical Church in Washing- 
ton and chairman of the Council for Christian Social Action. 

The Council for Christian Social Action is an official agency of the 
United Church of Christ, with a membership of 24 men and women, 
elected by the general synod of the denomination, and with offices in 
New York and Cleveland, Ohio. 

I cannot and do not presume to speak for all our churches and their 
members. I am, however, reflecting policies and views repeated! 
adopted by the Evangelical and Reformed Church and by the General 
Council of the Congregational Christian Churches, which in 1957 
joined in the United Church of Christ. These policies and views have 

en given intensive study by the Council for Christian Social Action. 

Our testimony today is Sd upon the conviction that for the 
United States, the rice of maintaining in our world that constellation 
of values which includes peace, justice, and fundamental human rights 
is higher than the American people have realized. 

e believe that if the people of our country are not brought to a 
better understanding of the real dimensions of the contemporary 
world upheaval, and if they do not respond with a far greater com- 
mitment of all their varied resources, it is probable that the predomi- 
nant influence and power in the world will pass to other nations and 
other ways of life. 

The Council for Christian Social Action, in cooperation with the 
National Council of Churches and its member denominations, is doi 
what it a to explain to the people in our churches the peril in whi 
we stand. 
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The social action agencies of al] these denominations have agreed to 
make the period from June 1959 to June 1960 a time of unusual em- 
phasis on international relations. 

And central in this emphasis will be the message that the United 
States is barely at the beginning of the task imposed upon it by the 
world situation. 

The majority of Americans still seem to think that we can get by 
without doing more than we are now doing. Some even believe peace 
and freedom will prevail if we do less. 

It is our conviction that this is a misreading of the situation that 
could be fatal. 

May I cite briefly some of the reasons for the sense of great urgency, 
even of foreboding, that possesses us. 

1. The gap in living standards between the prosperous nations, on 
the one hand, and the poorer nations, on the other, instead of growing 
narrower is growing wider. As Christians, we find this situation in- 
creasingly intolerable. The American people have, we believe, no 
moral right to enjoy their pone unless they do everything within 
their power to help their fellow men in Asia, Xerica Latin America, 
and the Middle East fight their way out of intolerable misery. We 
believe, further, that the United States is only expressing its own true 
and historic character when it recognizes this moral obligation. 

We believe that the doctrine of the national self-interest has been 
too narrowly conceived. A narrow and selfish view of our self-inter- 
est subverts the American way of life. America is no longer America 
when it seeks to save only itself. 

If some of the voices heard by the Congress speak only of reducing 
taxes, and if they say that foreign aid is a } te place to begin we 
respectfully urge you, the political leaders of our country, not to pay 
attention. We think you know where our country’s true interests 
lie, if some of your constituents do not. 

2. The Council for Christian Social Action is not a pacifist 
in the sense of having no appreciation of the contribution that mili- 
tary power can make to the defense of freedom and justice. It now 
seems clear, however, that military power could be a Maginot line 
for the West, deluding us into supposing that we are safe behind our 
Strategic Air Command, while behind that “line” the real battle is 
being lost in the economic and political fields. 

Allan Dulles, Adlai Stevenson, and many others have told us, in 
the most solemn accents, that the decisive struggle for freedom goes 
on in that very area where, until now at least, the Congress has been 
least willing to commit adequate resources. India, for example, is 
not me by the Red Army. The danger in India is in the possible 
failure of the second 5-year plan. In the Indian state of Kerala, the 
Communists won elections, not by promising communism, but by con- 
vincing people that they could reduce unemployment. 

3. Asa Christian agency we are not interested primarily in political 
or economic systems. Our central concern is people. We do not be- 
lieve communism is good for people—for the human person. There- 
pink J we join in the struggle against communism. It is as simple 
as that. 

But Communist regimes, now ruling over one-third of the world’s 
people, have, in the present world situation, some practical advan- 
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tages over the democracies. They can, for one thing, organize ma- 
terial and human resources for a brilliant and powerful global cam- 
paign. They do not have to listen to people who care more about 
personal luxuries than about the nation’s interests. It seems to us 
a real question whether our democratically controlled government can 
or will do what so obviously needs to be done to check the spread 
of Communist systems and encourage the free way of life. 

We do not find in our religious faith any guarantee that we must 
win and they must lose—not, at any rate, in our time. 

The free nations can lose the struggle. Some think we are losing. 
Whether, in a really catastrophic sense, we shall lose depends on our 
capacity for imaginative and farsighted and resourceful action in the 
next.10 years. 

Against the background of these basic considerations, let me make, 
on behalf of our agency, the following specific recommendations. 

1. The pro of loans and technical assistance for the less tech- 
nologically advanced countries should be accepted as a basic feature 
of our total foreign policy. 

2. A way should be found to avoid making this broad program 
subject to annual national and congressional debate. Neither our ad- 
ministrators of the program nor the receiving countries can do the 
long term planning required if authorization and appropriation is 
done on an annual basis. 

3. Economic and technical aid should have their justification, not in 
considerations of military strategy but in the broader purposes of 
serving human need and SRCOREREENS free and stable societies. 

4. The recommendation of the Draper committee, that the level of 
spending for economic development should be, at least $1 billion = 

ear, beginning in 1961, seems sufficiently conservative. Many studies 

ave concluded that the United States can afford at least this much, 
As the Draper committee says: 

The total, including both military and economic aid in the mutual security 
program, has accounted for less than 5 percent of our total Federal budget in 
recent years, and has represented less than 1 percent of our annual gross na- 
tional product. 

If making available adequate sums for loans and technical assistance 
threatens an intolerably unbalanced Federal bud government 
should ask for increased taxes. It has not been proved that the Ameri- 
can people would be unwilling to stand the added expense, once gov- 
se challenges them with an honest picture of the peril and the 
need. 

5. The resources of the development loan fund should be substan- 
tially increased. We support, also, the proposed international develop- 
ment authority as an additional instrument for providing the essen- 
tial capital. 

6. The United States has been tragically remiss in failing to estab- 
lish programs for the recruitment of personnel to work on economic 
projects in other countries. More than ene young person, fired with 
enthusiasm by the possibilities of technical assistance, has written 
to our agency to ask how one can enlist. The answers have had to be 
discouragingly vague or negative. The free world needs thousands 
of men and women for many kinds of service in Latin America, the 
Middle East, Asia, and Africa. It needs people who can speak a 








564 


foreign language, people who have skill in education, government, 
social work, engineering, medicine, agriculture, accounting, com- 
munity organization. They must be dedicated and sensitive people, 
as dedicated as the best of the church missionaries. They must be 
ready to serve, not for 6 months, but for years, or a lifetime. 

Surely, government could build up a file of such people, cooperate 
with the universities, churches, and other organizations on finding 
and training them. It must, of course, be said that if we are to re- 
cruit the right kind of ple and on a long-term basis, the whole 
program must be freed from the uncertainties of annual debate and 
apo 

he Government of the Netherlands now makes available to the 
United Nations a number of junior technicians who work under ex- 
perts. The Netherlands provides the money for this training pro- 
eat This is only a small example of what the United States could 
o. Up to now, we have scarcely begun to tap our human resources 
for world economic and cultural development. 

6. Almost all technical assistance should be carried on under the 
United Nations. At the moment the United Nations program of tech- 
nical assistance is costing Americans 7.9 cents per capita, while, 
Canada’s contribution amounts to 12.1 cents and Denmark charges 
her citizens 13 cents. 

7. Since government cannot, by any means, do the whole job of 

roviding capital and personnel, a thorough search should be made 
for the additional ways to encourage the employment of private 
capital. In the universities, foundations, and business concerns there 
are many untapped resources. 

To sum it up, we urge a much more imaginative coming to grips 
with a problem whose urgency can scarcely be exaggerated. The 
Council for Christian Social Action and other church agencies will 
support an adequate program, if government will take the lead. The 
experience of our agency is that when the challenge is forcefully pre- 
sented in our churches, the response is not negative. It is affirma- 
tive. Courageous leadership by Congress and by the executive branch 
will not find the American people unwilling to do what needs to be 
done—for peace and justice and human welfare. 

Chairman Morean. Thank vou, Dr. Koch, for a very fine statement. 

Doctor, you have no specific recommendations as to the amount 
which your organization has recommended for any specific category 
of economic aid ? 

Dr. Kocu. No. 

Chiarman Morean. You just think the Development Loan Fund 
should be increased more than the $700 million ? 

Dr. Kocn. That is right. 

Chairman Morcan. But you have set no figure as did the previous 
witness ? 

Dr. Kocn. That is right. 

Chairman Morean. Now, Doctor, you know there is an increase for 
technical assistance in the bill for 1960? 

Dr. Kocn. Yes. 

Chairman Morean. Thank you, Doctor. 

Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 
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I want to thank you particularly, Dr, Koch, for emphasizing the 
point made in No. 6 of your recommendations. I only hope that we 
may at long last find some way of implementing a program of getting 
such devoted public servants as you suggest are needed and as we 
should know are needed. 

I would like to ask you, sir, if you would explain briefly how the 
Council for Christian Social Action is organized within the United 
Churches for Christ. How does it tie in with the purpose and action 
of the World Council of Churches which you mentioned ? 

Perhaps I should be more explicit: Are the clergy permitted to 


join at will? Is it a voluntary organization or is it a representative 
organization ? 


Dr. Kocu. The Council for Social Action ? 

Mrs. Cuurcn. Yes. 

Dr. Kocr. The Council for Social Action is an organization of 
the denomination officially established and created by our General 
Synod. The persons who make up the Council itself, of 24 members, 
are elected by the General Synod. 

Mrs. Cuurcu. Thank you very much. 

I would like to raise one more point. I notice that toward the end 
of your statement you xs out that almost all technical assistance 
in your opinion should be carried on by the United Nations. 

Mr. Kocn. Yes. 

Mrs, Cuurcn. Do. you suggest that we should plan.a gradual dimi- 
nishing of our own technical assistance program and process all aid 
through the United Nations? 

Dr. Kocu. I think we feel it is desirable, as far as possible, to do 
this with other nations. I don’t think we would be ready to say that 
at this juncture all technical assistance should be done under the 
United Nations. I think there are many instances where we certainly 
would support the idea of direct technical aid. : 

Mrs. Cuurcn. Would you look forward to a time where one might 
be eliminated in favor of the other, since you think that working 
through the United Nations is somuch to be preferred ? 

Dr. Kocn. Yes. 

Mrs. Cuurcn. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Coffin. 

Mr. Corrtn. Dr. Koch, let me join my colleagues in expressing ap- 
preciation for a very thoughtful statement. It is something that 
can’t be said too much. 

Dr. Kocu. Thank you. 5 ; 

Mr. Corrtn. Your organization has been active overseas, hasn’t it? 

Dr. Kocu. That is right. ; 

Mr. Corrtn. Do you have any idea as to number of people or proj- 
ects that you have in various areas? ae 

Dr. Kocn. Well, as a denomination, a commission on world service. 
This is not a part of our Council for Christian Social Action, How- 
ever, it is very closely coordinated with our interests and concerns. 

I can’t give you a complete answer to that. Our work has actually 
covered practically every one of the needy countries. We have been 
all over Asia, India, and Korea, and Japan, in Taiwan, in Thailand, 
and in Burma, and in many of the countries in the Far East. We 
started essentially in Europe. I was in world service at that time and 
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made repeated trips to Europe. I have never been to Asia or to the 
Orient. We have carried on work in most all of the countries in 
Europe, relief work. 

Mr. Corrtn. There are other denominations, also, that have been 
active, but I would think that you would have a great deal by way of 
specific suggestions which could be given to the Government in achiev- 
ing this objective that Mrs. Church has also stressed. 

r. Koc. I might say this, that obviously this statement. was cn 
pesos by our Council. Our international relations secretary is Dr. 
erman Reissig, who gives his full time to it and who has done 
considerable travel. In preparing this statement, he said to us he 
thought at this time we ought not attempt to specify suggestions or 
recommendations but rather reflect the broad concern of the churches. 

Mr. Corrtn. I think that is probably well considered but I think— 
and this is my last suggestion, Mr. Chairman—that after this task of 
providing as strong a program as we can is out of the way, I believe 
this committee would “ most grateful to receive any communication 
that might get into specifics as to what is wrong with recruitment, 
how it can be done better, and how we can build up a lay substitute 
for the dedicated missionaries in the religious field who have served 
us sO > in the past, not only in religious enterprises but in creating 
good wi 

Dr. Kocu. I appreciate that statement. Mr. Chairman, I might 
say in this connection that while I have been out of the relief program 
for several years, the one request that has come to me more frequently 
since that time and until then—I was in overseas work for approxi- 
mately 9 years and the most embarrassing situation was that of con- 
fronting young people who wanted to dedicate their lives to some form 
of foreign service who did not feel they wanted to go into missionary 
work but who asked if they could find a place in which they could be 
not merely employees but could make some contribution toward the 
situation in the country to which they might be sent. 

It was very difficult to answer them. We feel there is a tremendous 
field here that should be explored in bringing about a relationship 
of personnel. 

Mr. Corrrn. Thank you. I just hope that you will continue to 
explore it and try to enlist as many others as you can. 

Dr. Kocu. We would always be open to suggestions as to how these 
people who come to us can be channeled—young people saying to us: 

‘We were a part of the war effort. We bombed the cities in our war 
effort. Now we would like to go back to those same countries, or to 
other countries, and make some contribution which we feel is in the 
interests of peace.” 

Chairman Morean. Mr. Bentley. 

Mr. Bentiry. Dr. Koch, I am sorry 1 didn’t get here in time to hear 
your presentation this afternoon, but I read your statement during the 
morning session and thought it was a very fine statement. 

There is one thing on page 2 upon which I must take exception: 
You say India is not menaced by the Red army. I think India feels 
itself very definitely menaced by the Communist Chinese army, par- 
ticularly after what has happened in Tibet. I think Nehru feels 
himself very much under the gun, indeed. This is a minor point. 
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You recommend on page 3 a substantial increase in the funds of 
the Development Loan Fund. I see no specific figures with respect to 
your recommendations. 

Mr. Kocu. The chairman raised that question a moment ago with 
me. We haven’t set any recommendation for amounts. We felt that 
the cut in the Loan Fund last year was unfortunate. We believe that 
far more than giving —making outright gifts to countries—we should 
be in a position to help them through bane to secure their own way and 
find their own way out of their problems and their economic difficulty. 

Mr. BENTLEY. at is the basis for your recommendation that al 
most all bilateral technical assistance programs be abandoned and 
teebon assistance be concentrated almost entirely in a multilateral 

orm 

Mr. Kocu, I think it is simply the feeling that we are moving into 
a world situation in which the more we can unite the nations under 
one cooperative program working together, we can secure a more 
certain and lasting pase. In spite of the fact that we are certainly 
not opposed to the bilateral programs, it d it seems to us, lend 
itself to the danger of ultimately ei into blocks that are pitted 
against each other if it doesn’t essentially come under a United Na- 
tions program. 

Mr. Benttey. I would like your reaction to a question I have asked 
several public witnesses we have had before this committee: Assum- 
ing that the goal of endeavoring to raise and improve the living 
standards of Herve enone and underprivileged people through- 
out the world is a ve esirable one, should we then welcome the 
efforts of the Soviet Union in this direction through its own econ- 
omic aid programs? ; 

Mr. Kocu. Well, Mr. Bentley, if I want to look at this objectively 
as a Christian, I am afraid I would have to welcome aid that comes 
from any source to people that are in desperate need. However, I 
am aware of the fact that we are living in a world in which values.are 
pretty relative and I am not sure that I or my Council would be ready 
to suggest that we should welcome anything that might strengthen the 
hand of communism as such in the world. ; 

I think that personally we go out, of course, on the position that we 
should help people simply because they are in need. Not because we 
are fighting communism or because we are seeking security for our- 
selves. Rather, from the standpoint of helping other people, I, am 
sure we would believe if there is any hope at all that communism might 
ultimately move in the direction of which some of us can learn to 
live with it—this would be at least one cultivation that wouldn’t be 
harmful to them and not to us. 

Mr. Bentiey. I was interested, sir, and I may say that other wit- 
nesses who have been asked that question have found some little 
difficulty in answering it and sometimes their answers have been ex- 
tremely qualified but it seems to me to present a conflict for a great 
many people of good intention and will, who on the one hand feel as 
you have said that we should welcome assistance for these undeveloped 
people regardless of the source from which it emanates, and on the 
other hand find an obvious conflict with our own interests as a leader 
of the free world, as a champion of democracy, and our being opposed 
to a system which is obviously, although it may allege that its motives 
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are of the most humanitarian kind, nevertheless as we believe has as 
an end result the communization and enslavement of peoples although 
it may now be in a position to lend a very apparent helping hand. 

Just one more question if I may, Mr. Chairman. In paragraph 
3 of your recommendations I note that you list some advantages of 
the Soviet program over our own. You say, for example, that the 
Soviets do not have to listen to people who care more about personal 
luxuries than the nation’s interests. That is, of course, because pub- 
lic opinion is rarely consulted and is even less effective within the 
Soviet Union as we know, I presume. 

Mr. Kocu. That is right. 

Mr. Bentizy. Do you think, however, if the Soviet people were 
given the freedom of choice that they would be any more—freedom 
of expression perhaps is a better phrase—any more inclined from a 
humanitarian standpoint to extend their own economic resources 
abroad, given the relatively low standards of living within the Soviet 
Union itself, than our people are? 

Mr. Kocu. I have no way of judging that and I would assume that 
they wouldn’t. 

Mr. Benttey. In other words, what we are saying here is because 
the Soviet Union is a dictatorship, it can afford to be more humani- 
tarian than a democracy ? 

Mr. Kocu. Right. I don’t think we are—well what we are trying 
to say is that in a democracy the challenge is all the greater to us to 
do this voluntarily. Because we will have to get it from people who 
are willing to support this thing on their own initiative and because 
they want it, because they believe in it. We could not have the ad: 
vantage of compelling our people to do it. 

Mr. Bentiey. Is that an advantage? 

Mr. Koc. No, it isn’t an advantage from the standpoint of the 
democratic way of life but it is an advantage from the standpoint of 
getting: 

Mr. Bentiry. A job done? 

Mr. Kocu. A job done. 

Mr. Benttry. Thank you very much, Mr. Koch. We have enjoyed 
your appearance here. 

Thank you very much, Mr. Chairman. 

Chairman Moraan. Mr. Murphy. 

Mr. Mourpny. No questions. 

Chairman Morean. Mr. Gallagher. 

Mr. GatiacHer. Thank you very much for your very thoughtful 
statement. I would just like to point out in paragraph 3 you state 
that there are some practical advantages that they have over democ- 
racy. As Mr. Bentley pointed out, they do not have to listen to the 
opinions of people who care more about personal luxury than the 
Nation's interests. Actually isn’t it the greatest advantage that they 
don’t have to listen to anyone, they are not bound by the rules of 
conscience, not bound by the rules of morality, nor are they bound 
by the rules of a God-fearing people, which perhaps is what gives 
hau the many advantages that they have over our way of life but 
which perhaps is the very reason why we shall be successful if we do 
remain firm and recognize this. 


MUTUAL SECURITY ACT, 1959 




















MUTUAL SECURITY ACT, 1959 569 


Mr. Kocn. I think this in no way means to.say that»we do not have 
the advantage on our side from the standpoint of the full significance 
of meeting it. It simply means to say that because of the effectiveness 
of their program, overtly speaking, we need to recognize the inner 
challenge that has to come to us, the challenge to our thinking and 
to our dispositions and our attitudes toward the needs of people. 

To me this is one of the greatest things that can make America. 
This whole foreign aid program. It seems to me it is the very thing 
that is the life blood and the life conviction of our people. 

I am certain our Council would never want to exchange our way 
with the Communists’ way. But we do need to face the fact, do we 
not, that because we have to approach this thing voluntarily, that we 
need to build up within our people a body of opinion, judgment, in- 
terests—and I think this is happening. id 

I was interested this morning in some of the discussion that the 
other two witnesses brought out and one of those especially is that 
it appeared to me that we couldn’t get certain things done unless we 
did them in a certain way. That is, for instance, that we tie—we 
didn’t wen 8 this subject into our suggestion but—to tie the aid pro- 
gram into the defense program, that you couldn’t sell this idea. 

Now some of our people are of the opinion that our people are say- 
ing that they could believe in our foreign aid program far more if 
it were not a part of the mutual defense program. If it were not a 
part of the military program. 

Now last summer I spent most of the summer traveling across the 
ey speaking to women’s groups and men’s groups on foreign 
aid. Our executive secretary, Dr. Reissig, visited some 50 commu- 
nities rove 3 the summer in which he spoke on this subject and came 
back with the same impression that wherever we raised this question, 
this was the one question the people responded to: 


If you could separate this relief from the military, we would be all for it. 


We simply can’t see tying the two together because of what. it 
means on the receiving end. It looks as though our motivation is one 
simply of defending ourselves, rather than of deep concern for the 
needs of people. : ) 
Now I believe there is a body of opinion and a body of feeling par- 
ticularly among Jewish and Christian constituencies that are deeply 
concerned about this question. 

Mr. Gatiacuer. Sir, we are vitally concerned with it, too, and 
idealogically, we certainly are in agreement. There is a recognition 
that for there to be a receiving end for economic assistance, is not the 
military assistance program preserving that receiving end? 

Without military strength and substance, we feel that. perhaps 
there could be no place for the utilization of economic assistance if 
the Communists were successful over us militarily. 

Mr. Kocu. I think we would be ready at any time to say that the 
military is most. im t in the defense of our country and in the 
defense of coordinating its efforts with ours, but the point is, the actual 
relief program itself gathers the impression among people—gives 
the impression among people that we are doing this y out of a de- 
sire to defend ourselves. It is tied in with the defense program, it 
is tied in with the military program. We are saying at no place 
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that we believe in—that we do not believe in the military defense 
of our country. But we are waking for the separation of the two. 

Now I would believe there would be a possibility of separation and 
yet have both of them function in a country. 

Mr. Gattacuer. Well if there were some way in which they could 
both function, there is no question we would like to do that. If we 
could oe our military need from what is our apparent desire 
to assist people for a noble purpose, where we are in a position to do 
that certainly would be what we would all be seeking. 

It is a little difficult to do that but sémnetionda I think our entire 
program is perhaps judged too harshly by those who want to judge 
it y, who are our enemies, in other countries who want to tie 
into just such a situation. 

Mr. Kocu. I think that that is true and may I say this, we are 
not judging, at all, we are —_ expressing an opinion at that point 
and joining with those who feel concerned about this. It is a concern. 

I am sure we are not here at all to stand in judgment. 

Mr. Gatiacuer. I feel that all of us sitting here would perhaps 
be a great deal more pleased if we could have merely an economic 
assistance program but there is a need for a military assistance pro- 


Mr. Kocu. Right. 

Mr. GatiacHer. Thank — 

Chairman Morean. Mr. Fulton, have you any questions? 

Mr. Fuuron. No. I made the point this morning that I feel the 
foreign policy with individual foreign nations as well as with groups 
of nations, should be under one central policy head. That is the State 
Department. 

nd, that the means of foreign policy, whether they are military, 
economic, information, money, loans, grants, or technical assistance 
should be under that foreign policy as a unified matter. I believe 
that the means of U.S. foreign policy should be under the policy con- 
trol of the people who have the responsibility for U.S. foreign policy 
under the President. 

That would mean at the congressional level that the House Foreign 
Affairs Committee and the Foreign Relations Committee of the Sen- 
ate, each of whose members are experienced with these various coun- 
tries, should see that it is a policy matter rather than a hardware, or 
a product matter. Do you agree with that? 

Mr. Kocu. Yes. ¥ : 

Mr. Foxton. We should not, under Public Law 480 programed dis- 
posal of U.S. agricultural products abroad, use this authority as 
a dumping device, but under the basis of our U.S. foreign policy rela- 
tions for the security of this country and the progress of the free 
world. 

Do you not agree with that? That we shouldn’t use it for dumping 
and for just getting rid of the stuff ? 

Mr. Aves, Certainly. I am sure we would agree to that, yes. 

Mr. Fuutron. Thank you very much. That isall. 

Chairman Morean. Docto , I just want to point out for the record, 
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there are 70. countries in oa. Shea Thirty-three countries under 
this program receive economic al 
going in. 

Mr. Kocn. We are aware of that. 


and there is no military assistance 
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Chairman Morcan. We don’t want it thought that every country 
has a military program. About 50 percent of the countries do not 
share in the military assistance. 

Mr. Futton. Following that up, there is a question, for example, of 
a paint factory for a particular country that could be used for their 
local commerce, for export, and also for their Army, their Navy, or 
their Air Force. If we supply that, I believe we are supplying that, in 
part, as a military program. 

Could you distinguish for me a rigid line on these things as to what 
is military and what is not? Sometimes we goin with defense sup- 
port and help the budget when they could not otherwise maintain 
troops and there we do nothing more than supply them with the 
civilian economy items and components that are required to sustain an 
economy but it is for a —- purpose. 

You see, there is no sharp dividing line on these programs and they 
feed into one another because the country’s whole economy must be 
looked at as a whole, and likewise our U.S. relations with the country 
should be looked at as a whole and not down the sights of a gun or 
iy the bottom of a bushel basket of corn. Do you agree with 
that 

Mr. Kocu. Yes, I a with that. I think we are all concerned 
about the fact that as human beings, we are constantly living under 
tensions of, or under the temptation of using one thing for the other 

urpose—confusing the motivations and it seems to me it is extremely 
important that we are constantly being charged to keep as nearly as 
possible the two separated. 

Mr. Furron. Let me speak to that point: Do you not think it’ much 
better that a civilian-directed committee in the House, such as the 
House Foreign Affairs Committee, anda civilian-directed committee 
in the Senate such as the Senate Foreign Relations Committee, should 
have the overall policy on these military arms and defense support 
abroad ¢ 

Because otherwise U.S. foreign military assistance would then be- 
come part of the U.S, defense budget and the United States would be 
charged in the United States with colonialism of the worst sort and 
that the United States is only doing it to aid our own U.S. defense 
budget. What do you think of that 

Mr. Kocu. Well, I can see that. I am at a loss to see the exact 
relationship of that to the relief program and I can see it in several 
instances that you have Seansrenalt: but I can’t see as a broad pro 
of relief that the foreign aid program needs to be under the De ense 
Department. 

Mr. Furton. Yes, but this is not a relief program and we have al- 
ways distinguished that. In no circumstances is it a relief program 
but rather a mutual assistance and progress program; a development 


aN | 
Mr. Kocu,, That is right. iy 

Mr. Funton. So that the concept means that we give them the firm 
foundation upon which they can stand on mutual security and erect 
avery Bipareenely bets living on such security. 

Do you agree with that ? 

‘Mr. Kocu. Yes. | 

Chairman Morean: “Thank you very muth, Doctor. 
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The next witness is William C. Culbertson. Mr. Culbertson is here 
representing the views of the Chamber of Commerce on the mutual 
security program. 


STATEMENT OF HON. WILLIAM S. CULBERTSON, CHAMBER OF 
COMMERCE OF THE UNITED STATES 


Mr. Curzertson. I represent the U.S. Chamber of Commerce and 
would like to make a statement in their behalf. 

My name is William S. Culbertson. At my right is Dr. Warren 
Nystrom, who is the manager of the international relations depart- 
ment of the U.S. Chamber of Commerce. 

Mr. Futon. And formerly—— 

Mr. Nystrom. Of Pittsburgh. 

Mr. Cunsertson. Mr. Chairman, I was born in P lvania not 
far from where you live. Iam a member of the law firm of Culbertson 
& Pendleton.in Washington, D.C. 

In the past I have served as a member and vice chairman of the 
U.S. Tariff Commission and have had the honor of representing the 
United States as its Ambassador to Chile. 

Today, I appear on behalf of the Chamber of Commerce of the 
United States to present its views on the administration’s proposed 
mutual security program for the fiscal year 1960. I am a member of 
the chamber’s foreign policy committee and am chairman of that 
committee’s subcommittee on mutual security. 

The national chamber has endorsed the principle of mutual security 
repeatedly since inception of the program. Today, the expanding 
capability of’the Soviet bloc to apply military, political, and economic 
pressures against the free oul gives renewed urgency to support 
of the program’s broad purposes. 

I want to emphasize I am testifying concerning the views of the 
U.S. Chamber of Commerce, and the board of directors of that body 
made this statement : 


Congress should support the mutual security program as an instrument of 
U.S. foreign policy dedicated to the purposes of (a) promoting the security and 
foreign policy objectives of the United States; (b) increasing the security of 
our allies; (c) assisting in the development of economic resources and higher 
living standards for the peoples of the free world; and (d) encouraging the 
growth of stable governments and political freedom in lesser developed countries. 


This does not mean that the chamber endorses, without question, 
eve hase of a particular mutual security program or proposed 
level of spending. 

In the interest of improving the effectiveness of foreign aid as an 
instrument of American foreign policy, our board has said : 

Congress should enact whatever legislation is necessary to insure that the 
returns are commensurate with the costs; that the capacities of free enter- 
prise are utilized to the utmost; that military assistance to our allies is in- 
cluded in the annual appropriations of the Department of Defense. 

I will have something to say about that last point in a moment, 

The national chamber makes the following recommendations, which 
are based on our most recent studies. And they are based on studies 
made by the committees, Dr. Nystrom’s department, and by the sub- 
committee over which I have the honor to preside. 
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The first of these recommendations is this: 

(1) The administration’s appropriation request of $3,929,995,000 
for the fiscal 1960 program should be reduced by $288,995,000 to 
$3,641,000,000. 

This recommendation affects the following phases of the proposed 
program: Military assistance, defense support, contingeney fund, 
and the broad category termed “Special assistance og other pro- 
grams, 

Specifically, we recommend : 

(a) That the appropriation request of $1,600 million for mili- 
tary assistance be reduced by $85 million to $1,515 million; 

(6) That the request of $835 million for defense support be re- 
duced ny $85 million to $750 million; 

(c) That the request of $200 million for the contingency fund 
be reduced by $45 million to $155 million ; and 

(d) That the request of $383,995,000 for “Special assistance 
and other programs” be reduced by $73,995,000 to $310 million, 

Our recommended figures for military assistance, defense support, 
and the contingency fund are the same as the amounts apprcprietes 
for these categories last year. We are not convinced, on the basis of 
studies and available information, that the amounts should be in- 
creased this year. 

Similarly, we do not believe that all of the requested increase in the 
broad category termed “Special assistance and other programs” is 
necessary. Funds appropriated for this category last year totaled 
$306,592,500. Our recommendation of $310 million rene 4 still give 
the administration $3,407,500 more for the purposes of this category 
than it received last year, and would, I believe, cover some increases in 
salaries which have been made during the past year. 

We believe that the amounts recommended above would be adequate 
to support the foreign policy of the United States. More money for 
mutual security might tend to encourage lavish spending and the kind 
of waste outlined in the recent interim report of your subcommittee. 

On the other hand, more drastic curtailments in the mutual security 

rogram, particularly in military assistance, would present the United 
States with highly undesirable alternatives. The most important of 
these would be the need for much larger and more costly U.S. standing 
forces than are now contemplated. 

That, in turn, would require a substantial increase in the number 
of involuntary inductions into the Armed Forces and oversea duty for 
much larger numbers of American troops. 

(2) Military assistance appropriations should be made to the De- 
partment of Defense, as a separately identified part of the Depart- 
ment of Defense budget. 

The basic structure of the Nation’s security program is no longer 
built upon U.S. forces alone. The defense resources of the free 
nations have been integrated in order to provide the greatest de 
of economy and efficiency in achieving maximum security against 
aggression. The military assistance program is merely one part of 
the total preparedness effort of the United States. 

Therefore, when considering funds for these purposes, Conroe 
should review all aspects of the Nation’s defense program—including 
those for military assistance—as a whole. 
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The prema appropriations system creates unnecessary administra- 

tive difficulties, permet in budget and accounting processes, 

addition, it results in questionable procedures within Congress when 
uests for defense funds are reviewed each year. 

or example, our recommendation would make it easier for the 
House Appropriations Committee to evaluate the annual military 
assistance appropriation request. We can find no justification for 
having the House Appropriations Defense Subcommittee pass judg- 
ment on the President’s request for billions in funds for major de- 
fense procurement, while another subcommittee independently con- 
siders a request for funds for the same purpose, to be programed and 
spent by the same people, the only difference being that the equipment 
purchased will be sent abroad instead of used by our own troops. 

(3) Congress should support the Development Loan Fund on con- 
dition that it serves to: (a@) foster the eventual and meaningful shift 
from purely peep Sa leper dealings in the economic 
development of the less-developed countries; (6) provide a basis for 
a hire planning of projects essential to the efficient conduct of 
U.S. assistance to other countries; and (c) aid in the creation of basic 
economic development and economic stability within the less-devel- 
oped countries which will, in turn, promote greater private capital 
investment and enterprise. 

In ee this matter last January, the chamber’s board of 
directors stated : 

Before additional obligational authority is approved for the Development 
Loan Fund, however, assurance should be had that knowledgeable and competent 
personnel will continue to administer the fund; that full and effective coordina- 
tion with other governmental agencies and private lending organizations. will 
be endorsed; that the stated objective of fostering the role of private capital 
investment and enterprise be strictly adhered to; and in view of the unusual 
nature of these loans, that consideration in each instance will be given as to 
the effect of the proposed project on the American economy. 

(4) Programs of economic and technical assistance should be de- 
signed to provide realistic benefits to the United States as well as to the 
recipient countries. 

e believe that these programs should assume neither the aspect 
of a welfare project nor that of an attempt to outbid the dubious offers 
of the Soviet Union. In order to add to the overall strength of the 
free world, their prime purpose would be to help the recipient na- 
tions in their efforts to attain economic and political stability. 

Because the funds that the United States can dedicate to economic 
assistance are necessarily limited, the end-objective of these programs 
should be to assist countries so that they themselves, by their own 
remedial actions, can reduce or eliminate the causes which create the 
need for outside assistance. 

The amount of capital that can be productively invested in an 
given time in the less-developed countries also is limited. Tll-advi 
or precipitous forcing of industrialization of areas where conditions 
are not conducive to constructive and effective absorption of develop- 
ment capital should be avoided. To obtain optimum development:in 
the less-developed nations, encouragement should be given to'private 
enterprise, rather than to government projects. oter 

(5) When the ace request for mutual security is’ first 
submitted to the Congress in the’ Féderal budget, a detailed break- 


down of the request by specific activities should be provided. 
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We can see no reason why the administration’s request for mutual 
security consists of little more than a lump-sum figure when the Fed- 
eral budget is submitted to the Congress in January. 

I may interpolate that that was the case this year and the detailed 
analysis only came along in the so-called blue book in March 1959, 

Public acceptance of the mutual security program is dependent on 
public understanding. Such understanding is not fostered when there 
is a delay of several months in providing the public and the Congress 
with complete information concerning the proposed program. 

The committee may recall that in our testimony last year, we urged 
that more information concerning the mutual security program be 
furnished when the Federal budget is made public in January. 

We were heartened when Congressman Hardy submitted an amend- 
ment to the Mutual Security Act requiring the President to submit 
to the Congress on or before January 10 of each year a report detail- 
ing the assistance to be provided for the next fiscal year and contain- 
ing a clear and detailed explanation of the method by which the pro- 
poet levels of aid for each country have been arrived at. It was 

isappointing to us when the Congress failed to adopt this amend- 
ment. 

We urge the Congress to insist that the administration furnish the 
public complete information when a new mutual security program 
is first proposed. It is especially important during this period of inter- 
national tension, that there be no delay in keeping the Congress and 
the public as fully and accurately informed as possible. 

(6) The resources of free enterprise should be utilized to an in- 
creasing degree in carrying out the purpose of the mutual security 
program and in countering the Communist bloc’s economic warfare. 

Because free enterprise is the best way to achieve and sustain bene- 
ficial economic development, Congress should encourage expanded 
private investment and the buildup of foreign private economies. In 
this way private investment, coupled with a healthy and growing 
international commerce, may eventually replace tax-supported eco- 
nomic aid. 

We recognize that there are many obstacles to increased private in- 
vestment in the less-developed countries. These include the growth of 
ideologies favoring state ownership and control of industry, political 
instability, extreme nationalism, economic difficulties involving trade 
and exchange controls, and deep-rooted suspicion, unfortunately, of 
private enterprise. All these factors are being exploited and aggra- 
vated by enemies of the United States. } 

To overcome such obstacles, the United States needs a clear, active 
and consistent national policy with respect to the protection of Ameri- 
can citizens and business interests, including investments in pro- 
ductive and distributive facilities in foreign countries, Such a policy 
should be actively implemented through treaties and agreements with 
other countries. Congress could do much to further the objectives 
of the Mutual Security Act by insisting that these agreements include 
firm and clear-cut assurances of fair and nondiscriminatory treatment 
for existing and future investments. : 

Whatever other actions Congress may consider to stimulate the 
flow of private capital abroad and to improve the investment climate, 
it is a Resslernented importance that such efforts be. buttressed. by an 
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imaginative and dynamic information campaign in support of the 
principles of free enterprise. 

We recognize that much is already being done in this field through 
the U.S. Information Agency. At the same time, a recent survey of the 
national chamber made of the agency’s operation overseas discloses an 
urgent need for more effective efforts to explain to foreign peoples the 
nature of free enterprise and its achievements. The results of that 
survey, along with a number of recommendations, were presented to 
the State, Justice and Judiciary Subcommittee of the House Appro- 
priations Committee on March 18, 1959. And we are making available 
today to.the members of the committee, the printed rules of that 
survey. We have them here and would be very glad to make them 
available. 

(The document referred to is as follows :) 


How AMERICAN BUSINESSMEN ABROAD RATE U.S. PROPAGANDA 


A report on a survey of the views of American businessmen in foreign countries 
on the operation of the U.S. overseas information program 


International Relations Department, Chamber of Commerce of the United States, 
March 1959 


This report presents the opinions of American representatives of overseas 
branches or subsidiaries of U.S. owned companies on such questions as the 
following : 

Is the overseas information program effective? 

Has it helped to foster mutual understanding? 

How does it compare with Communist propaganda? 

Can it be improved? 

How can American business help to promote a better understanding of 
the United States abroad? 


How AMERICAN BUSINESSMEN ABROAD RATE U.S. PROPAGANDA 


What kind of a job is being done to promote a better understanding of the 
United States throughout the world? 

In the hope of casting some light on this question, the National Chamber re- 
cently conducted its third overseas survey on aspects of American foreign policy. 

A questionnaire was sent to American business firms operating in foreign 
countries. The questionnaire was designed to obtain the views of American busi- 
nessmen abroad on the operation of the Government’s overseas information 
program. 

This program is a responsibility of the United States Information Agency 
(USIA), known abroad as the United States Information Service (USIS). The 
primary purpose of USIS is to show the peoples of other nations that United 
States objectives and policies are in harmony with and advance their legitimate 
aspirations for freedom, progress and peace. 

USIS is responsible for performing four major tasks: 

Explaining and interpreting United States policies and objectives to foreign 
peoples. 

Demonstrating imaginatively the harmony of United States policies with the 
legitimate aspirations of other peoples of the world. 

Countering Communist propaganda. 

Presenting abroad those aspects of American life and culture which will pro- 
mote understanding of United States policies and objectives. 

To carry out these tasks, over 200 overseas information posts are maintained 
in about 80 nations of the free world. 

Response to the National Chamber’s questionnaire was excellent. Over 400 
replies were received from 63 countries and territories—in Europe, the Far East, 
Latin America, the Near East, South Asia and Africa. 

The questionnaire covered a wide range of specific points. How well qualified 
are most of the USIS officials? Do local United States information centers ap- 
pear to be well run? Are the various USIS activities effective? Should these 
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activities be continued or eliminated? What is the impact of the USIS pro- 
gram on the local population? How does the program compare with the Com- 
munist propaganda effort? Has the program helped to promote a better under- 
standing of the United States? In what ways has overseas American business 
benefited from and contributed to the USIS program? 

Those who filled out the questionnaire were requested to express their views 
only on subjects they felt competent to report on, and to skip those on which 
they considered themselves no better informed than if they were residing in the 
United States. 

Four major points are emphasized in the findings: 

1. The vital part played by the overseas information program in United 
States foreign relations; 

2. The need for more informed private Americans abroad to help further the 
objectives of the program; 

3. The difficulty of evaluating the effectiveness and adequacy of the program; 
and 

4. The greater role that American business can play in our overseas “public 
relations” effort. 

Hach of these points is treated in detail below. 


USIS AND FOREIGN RELATIONS 


USIS posts abroad utilize a great variety of resources in making available 
to foreign peoples the information on which they can judge the United States 
fairly: extensive library operations; press, radio, and TV placement; exhibits, 
posters, and other visual mediums; book and periodical presentation and trans- 
lation programs; English-teaching programs; and cultural activities such as 
lectures and music programs. 

The bulk of respondents expressing an opinion on the value of various USIS 
activities indicated their belief that the overseas information program per- 
formed a necessary and valuable function in our conduct of foreign affairs. 

Those expressing the opinion that particular USIS activities or programs 
should be reduced or entirely eliminated numbered a mere handful. Asked 
which USIS activity should be eliminated, five—out of 401— said press, four 
said radio, one said TV, three said movies, four said library, five said exhibits, 
and nine said cultural programs. Only two respondents thought that all of 
these programs should be eliminated. 

The majority of businessmen who replied either supported the continuation of 
USIS programs at their present level of operation or favored their expansion. 

In Europe and in the Far East there was a close division of opinion between 
those who believed that USIS should expand its activities and those who felt 
that these activities should be maintained at their present level. In other re- 
gions—especially in Latin America—those who thought that USIS activities 
should be expanded were generally in the majority. 

In their comments, respondents provided a variety of views on the need for 
an information program abroad: 

“Without the USIS to cushion attacks of a vitriolic local press the American 
position here would have been much worse.” (G@reece.) 

“Ours is a thin, widespread ‘defensive’ operation as against the pointed smart 
attack of the communists. The USIS activities should be increased.” 
(Brazil. ) 

“* * * the USIS locally has an excellent program, limited in effectiveness 
by the size of its appropriations * * * the results of the work to date merit 
continued and increased support, in order to render it even more effective in 
the future * * * in areas and fields of activity not now properly covered be- 
cause of budget limitations.” (Cuba.) 

“From our observations it seems that such a service would be very important 
in Cyprus today. As you well know, our little island is greatly mixed up in 
world polities and any aid to create a better understanding among the local 
people of our western world, mainly the USA, would be of great advantage. 
People here really do not understand the meaning of democracy and free life 
which is enjoyed in our country.” (Cyprws.) 

Underlying many of the comments made was a recognition that peoples in 
other countries lacked a full or an accurate image of America, and that the 
United States could not ignore public opinion abroad, but had to be properly 
equipped to deal with it. 
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MORE INFORMED PRIVATE AMERICANS NEEDED 


While on the whole the Americans participating in this survey thought that 
USIS was doing a necessary job overseas, they also pointed out that their 
familiarity with specific USIS programs was very spotty and limited. 

Respondents were asked to indicate their familiarity with seven major USIS 
activities—press, radio, TV, movies, library, exhibits, adn cultural programs. 

The percentage of respondents who said that they were acquainted with the 
USIS press activity ranged from close to 50 percent in Europe, about 60 percent 
in Latin America, roughly 65 percent in the Near East, South Asia, and Africa, 
to almost 75 percent in the Far East. 

Knowledge of USIS radio programs was indicated by about 35 percent of 
those who replied from the Near East, South Asia, and Africa, roughly 40 per- 
cent of those responding from Europe, 40 percent of the respondents in Latin 
America, and about 50 percent of those in the Far East. 

In Europe, not quite 20 percent of the respondents knew something about 
USIS television programs. This compares with about 25 percent of the re- 
spondents in the Far East and nearly 35 percent in Latin America. In other 
regions covered by the survey, only one respondent—in the Near East—claimed 
some familiarity with USIS-sponsored television activity. 

Those who were familiar with USIS movies accounted for about 50 percent 
of the response in Europe, a little over 50 percent in the Far East, 53 percent in 
Latin America, and about 65 percent in the Near Hast, South Asia, and Africa. 

USIS library operations were known to about 75 percent of the businessmen 
responding from Europe, close to 75 percent of those who replied from Latin 
America, about 85 percent of the respondents in the Far East, and nearly 100 
percent of those in the Near East, South Asia, and Africa. 

The percentage of those who said they were familiar with USIS-sponsored 
ewhibits was roughly 53 percent in Latin America, about 60 percent in both 
rey and the Far East, and 75 percent in the Near East, South Asia, and 

ca. 

Finally, acquaintance with USIS cultural programs was shown by about 60 
percent of the businessmen replying from Europe, from the Far Hast, and from 
the Near East, South Asia, and Africa, and about 70 percent of the respondents 
in Latin America. 

The respondents’ limited familiarity with many USIS programs is in large 
part attributable to the nature of USIS operations abroad. These programs 
vary greatly in size and character from region to region and from country to 
country. In some areas, programs are conducted on a very modest scale, and 
all the activities discussed above are not necessarily always a part of the USIS 
effort in a particular country. 

In some countries, the information program may be aimed at the whole popu- 
lation. In others, the audience “target” may consist of specific blocs of people— 
business or political organizations, church leaders, educators, labor unions. 
In still other cases, only a handful of local leaders may be involved. 

Frequently, moreover, USIS makes use of unattributed material in what is 
sometimes called “indigenous” operations. In other words, information is often 
disseminated without any evident American sponsorship. 

The fact that the information program is designed to reach the local popula- 
tion of a foreign country is perhaps the primary reason why many respondents 
were unfamiliar with various USIS activities. In their comments, some re- 
spondents questioned the fairness of the survey for the reason. One company 
cooperating in the survey put it this way: 

“Having participated in several surveys of this nature on both sides of the 
fence, within and outside of government, it seems only fair to point out that in 
all probability these questionnaires may produce a very biased opinion against 
USIS because at your specific request they are filled out only by Americans, 
and it has been our experience that this group knows relatively little in detail 
of the work being carried on locally by this organization or by many other agen- 
cies of our government. The exceptions, of course, are found in those countries 
where the Embassy and its officials have made a particular point of keeping the 
American community informed on these lines. Inasmuch as the objectives of 
these activities are entirely local, they seldom come in contact with American 
ae because they are striving toward maximum national contact and 

pact. 

Similar considerations prompted one businessman to explain why he could not, 
in all honesty, complete the questionnaire: 
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“By far, the majority of American citizens here know little of anything about 
(the USIS program] and I am one of those. This fact should not in any sense 
be taken as a condemnation of the program, because its objective is not to sell 
me but to make an impression on the citizens of this country * * *. Certainly, 
I believe there is a great need for an effective information program, and to cor- 
rectly evaluate the existing program, I think it deserves careful study from an 
objective viewpoint before giving it condemnation or praise.” 

Many respondents frankly admitted that they did not consider themselves 
qualified to answer various parts of the questionnaire. At the same time, 
their comments indicated a strong feeling that Americans abroad should become 
better informed about the work of USIS: 

“I would suggest that the specific activities of the USIS be made known to 
American businessmen because only by chance do I hear of what this agency 
is doing.” (Portugal.) 

“The majority of Americans don’t know enough about the USIS activities in 
their communities. More active advertising in this sector would be useful.” 
( Brazil.) 

Frequently, respondents emphasized the support of USIS objectives that 
businessmen could provide if they were kept more informed : 

“I believe American businessmen should be better informed by USIS as to 
their objectives. We could then assist in promoting their programs.” (East 
Africa.) 

“The fact that I am so poorly informed * * * disturbs me. Perhaps the main 
attention of the program is directed to Germans. Excellent! But maybe Amer- 
icans should be ‘used’ more on a voluntary basis.” (West Germany.) 

“The USIS should frequently publish and distribute to all American firms a 
brief digest of its activities and accomplishments. This would act to create an 
interest in the program resulting in more institutional and personal contact 
support on the part of the American businessman.” (Panama.) 

“T have always felt that there was room for a weekly or monthly newsletter 
to American businessmen informing them of the functions of the American 
Embassy and its various subdivisions. Until such time as the American Embassy 
makes an effort to inform the American businessman of its activities and aims, 
the American businessman is unable to evaluate or to assist their program.” 
(Colombia. ) 

INFORMATION PROGRAM EVALUATED 


Respondents found it difficult to answer questions related to the effectiveness 
of USIS activities and the success with which the objectives of the information 
program were being achieved. 

This difficulty was not limited to those who were unfamiliar with USIS oper- 
ations. Businessmen who said that they were “well acquainted” with USIS 
efforts often left specific questions unanswered or else qualified their replies with 
a variety of observations and comments. 

In some cases they felt that the questions asked involved too many intangible 
and shifting factors to be given a flat answer. This comment of an American 
businessman in Venezuela was typed in upper case for emphasis: 

“It mustn’t be forgotten that circumstances shift constantly—situations change 
daily—in this propaganda battle, everywhere. It’s exceedingly difficult to say 
at any given moment ‘what the score is’ on U.S. propaganda. 

While the replies reported below may have limited value as an actual evalua- 
tion of USIS operations, they illustrate the difficulty of measuring a program 
of this kind and illuminate many of the problems faced by USIS in trying to 
get the American story across overseas. 

That many respondents were sensitive to these problems may at least in part 
be due to their own experiences in the field of “public relations” abroad. As 
one businessman remarked : 

“We have conducted an energetic public relations program in the interest of our 
company and free enterprise, without much success.” 


Qualifications of Personnel 

Out of a total of 401 respondents, 275 felt able to rate the qualifications of 
USIS personnel. One hundred forty said that the USIS officials they met 
appeared “well qualified’ to handle their respective jobs, 120 replied “fairly 
well qualified,” and 15 stated “poorly qualified.” The pattern of replies was 
similar in all regions except the Far East, where those who indicated “fairly 
well qualified” outnumbered those who said “well qualified.” 
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In a number of cases, respondents pointed out that their contacts with USIS 
officials were limited and emphasized that their evaluation applied only to the 
few officials with whom they were acquainted. 

Favorable comments about USIS personnel appeared rather frequently. 

“The officers I met personally appeared to me as superior personalities. 
Some have exceptionally high standards of culture, intelligence and tact. I 
believe it would be difficult if not impossible to improve their standards.” 
(Italy.) 

“Quality of USIS officials varies from very good to average. Weeding out 
the unadaptable and inadequate personnel has taken place.” (EHgypt.) 

“There are four USIS officials here and all of them appear very able in their 
respective fields. It would seem obvious that much time and thought have been 
devoted to their selection in the States before they were sent to Guatemala.” 
(Guatemala. ) 

“The officials I have met, and I’ve met most of them, have a good knowledge of 
the language and the country. They have a good knowledge of communications 
but are frequently forced to compromise due to budgetary limitations.” ( France.) 

Most of the critical comments tended to emphasize the failure of some USIS 
personnel to establish sufficiently close ties with the people in their country 
of assignment: 

“Appear very well qualified to deal with literate minority in India. Doubt 
if they are so well qualified to reach the large illiterate mass of people.” 
(India.) 

“There is not enough contact and mixing with local population.” (West 
Germany.) 

“Emphasis is too much on media and not on knowing the audience and its 
language intimately. Those officers who study the country and language are 
particularly effective.” (Turkey.) 

“Some ... have manifest aversion for local people and country, lack knowl- 
edge of language and local cultural background, and fail to elicit cooperation of 
local Americans.” ( Argentina.) 

Asked to indicate in what qualifications USIS officials appeared to need most 
improvement, respondents in all regions almost uniformly stressed knowledge 
of the country, its people and their language. 

In some cases, respondents emphasized that an ability to speak the language 
of the country should be coupled with an ability to write it. An American 
businessman in Indonesia offered the following observation : 

“The Indonesian language in the USIS magazine is not as well done as in the 
Russian magazine, which incidentally is handled by a staff of only 2 persons— 
language experts.” 

This businessman also noted that conditions of employment had an important 
bearing on effective performance by USIS personnel: 

“Most needed is an adaptability to put up with the poor housing, communi- 
cations and complete lack of entertainment. Too often they lose courage and 
the will to work and then only ‘put in their time’ till reassignment.” 

The inadequacy of funds made available for representation to enable USIS 
officials to establish and maintain necessary personal contacts with the people 
of a country was also touched upon : 

“Knowledge of the people is * * * imperative and can always be improved. 
It is very likely that USIS officials would be helped considerably by increases 
in their representation allowances.” (WNigeria.) 

“* * * salaries and expenses accounts are probably too low for what is ex- 
pected of them—a certain amount of entertaining is essential, and these people 
should not have to entertain out of their own pockets.” (Mevico.) 

Perhaps the most incisive statement on the question of morale came from a 
respondent in Venezuela : . 

“As in almost all such enterprises based upon a sound idea, success depends 
upon personnel, and in the case of USIS, it seems to us that the one greatest 
lack is a consistently high level of morale. USIS personnel obviously must be 
protected from public politically-partisan attacks and must be made to feel— 
and the country and the rest of the world must be made to feel this also—that 
they are doing a vital job and are not merely feeding at the trough in a cushy 
foreign billet. The best way to get that done is to maintain at the highest pos- 
sible level the caliber of USIS people everywhere and that means that USIS 
must compete for its personnel and be in a position to offer financial etcetera 
advantages. Private industry might not like this but if that isn’t done USIS 
might as well be junked because it won’t be effective.” 
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Frequently, respondents also suggested longer assignments to specific countries 
in order to improve the effectiveness of personnel : 

“In my opinion, the government may move these people from country to 
country too much. About the time a man really gains effectiveness, in his 
knowledge of people, emotions and socio-economic forces, not to speak of lan- 
guage, he is transferred.” (Mewico.) 

“* * * slower turnover of personnel would be helpful in maintaining conti- 
nuity of purpose in program * * *,.” (Great Britain.) 

“It is suggested that perhaps longer stays in a specific country would not only 
enable better and closer contacts with people but also better knowledge of local 
customs, ete. Two- or three-year assignments are too short for such specialized 
and important work.” (Chile.) 

Operation of information centers 

Information centers serve as the heart of most USIS posts abroad. Open to 
the public, an information center may include a library, reading room, lecture 
hall or classroom, music room, or even a small theater. 

Respondents who had been to a USIS information center were asked to give 
their impression of its operation. Did the center appear to be well run, fairly 
well run, or poorly run? Out of 254 replies, 154 said “well run,” 87 indicated 
“fairly well run,” and only 13 checked “poorly run.” 

One businessman qualified his answer as follows: 

“Well run but without any outward appearance of enthusiasm. A ‘take it 
or leave it’ attitude.” (Brazitl.) 

An American businessman in Japan observed : 

“The hours of these libraries are from 9:00 a.m. to 6:00 p.m. The people 
who should be reached work during these hours. Also closed Sunday.” 

These statements, however, illustrate the most typical response : 

“The undersigned has been in several information centers and has always 
found them to be very efficient, hospitable and well run.” (France.) 

“Facilities do not appear sufficient to take care of the attendance on days I’ve 
attended. Very crowded.” (Philippines.) 


Effectiveness of media 


The number of respondents who felt qualified to evaluate the effectiveness 
of USIS information media varied with each activity. The USIS press was 
evaluated by 209 respondents, radio by 129, TV by only 85, movies by 165, library 
by 265, exhibits by 202, and cultural programs by 218. 

Evaluations in each region followed roughly the same pattern. The largest 
group of answers rated the library activity “effective” and most of the other 
activities “fairly effective.” The second largest response for most activities 
was “effective.” Those who checked the activities “ineffective” were generally 
a minority. 

As is often the case, the comments of those polled proved more illuminating 
than the statistics: 

“Many of the USIS activities understandably are not attributed to the 
source. They are directed—quite properly—at nationals in the interior as well 
as the capital. This makes accurate evaluation difficult.” (Peru.) 

“* * * many of their activities are more useful if the USIS label is not too 
prominent. Thus while I am well informed I hesitate to say I am completely, 
or even nearly so, informed on their program in Egypt.” 

“It is my opinion that a good information program should not be too obvious, 
except for the direct activities such as the publication mentioned above and 
libraries, exhibits, ete. The rest, to be really effective, should be more subtle 
and the consumer should not be aware that he is absorbing information stemming 
from an official agency.” (France.) 

In other words, an unobtrusive program is often the most effective, but also 
the most difficult to measure. 

In commenting on factors hampering the effectiveness of USIS media, 
respondents often noted weaknesses in physical facilities and financial support 
rather than in the manner in which these facilities were being utilized: 

“Insufficient funds to buy newspaper [space] and particularly radio time 
handicaps USIS. They must do better to reach the masses through radio, 
movies, local events, forward programming. Expansion is largely a matter of 
financing.” (Morocco.) 

“Lack of funds has hampered some of the activities, but the local officials of 
USIS are doing a good job with what they have to work with. Expansion is 
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necessary and for this funds are required in addition to those they now have at 
their disposal. * * * Certainly something should be done to get the Voice of 
America on a better radio channel devoid of interference by other stations or 
at least so that it would be a pleasure instead of a task to get through to the 
listening public. I listen to WRUL at 6 p.m.—but at times it is.really heart- 
breaking to try and hear this program. A rebroadcast over local stations would 
do some real good to reach the general public * * *” (Hcuador.) 

“Radio Moscow, BBS and Voice of the Andes * * * much stronger on more 
wave lengths than U.S. programs.” (EI Salvador.) 


Projecting a balanced image of America 

Respondents were asked whether they thought that USIS was doing a good, 
fair, or poor job in presenting a balanced picture of American life and culture 
to foreign peoples. 

Two hundred seventy eight persons answered as follows: 130 “fair,” 84 
“good,” and 64 “poor.” 

The problems of projecting the American image overseas were often under- 
scored in the replies. It was noted, for example, that many varied sources of 
information played a role in shaping the picture foreigners have of the United 
States: 

“News reports printed in newspapers distort the American way of life.” 
(Sweden. ) 

“A eountry like Argentina with close ties to Europe for several generations 
will require a more amplified program on the part of the U.S., otherwise our 
program is smothered in a European surrounding, and propaganda is anti- 
American.” 

The impact abroad of such things as Hollywood was noted: 

“Some of the films and television programs which are exported do just the 
opposite—they do not depict the American way of life and they would convince 
almost anyone that we have no culture. They create real embarrassment to 
Americans living overseas.” (Australia.) 

It was also pointed out that the very nature of our democratic life made it 
difficult to present to foreigners a single or clear image of this country: 

“The very reasonableness of our approach to our problems, coupled with 
bitter internal debate, weakens us.” (Mewico.) 

Thus the fact that America speaks with multiple and contradictory voices 
makes a consistent impression of the United States hard to achieve and limits 
the acceptance of USIS’s message around the world. 


Explaining U.S. policies and objectives 

How good a job is being done to explain U.S. policies and objectives to peoples 
abroad? 

This question was also answered by 278 respondents. In this case, 129 said 
“fair,” 98 “poor,” and 51 “good.” 

Frequently, failure to do a good job in explaining our policies appeared to 
be due to the nature of those policies rather than to poor effort on the part of 
USIS. , , 

“Whether right or wrong from the U.S. viewpoint, the lead and zine quota 
restriction has very seriously and in a short time damaged U.S. relations in 
Peru more than other things combined, good relations that have taken years to 
develop; and the few well-organized communists are well taking advantage of 
this unfortunate incident.” 

“* * * from time to time some unfavorable reaction and confusion has been 
created by speeches made in the U.S. Congress against the Cuban sugar quota, 
their local rice industry, etc. For example, I recall that at one time U.S. 
Congressmen were commenting about the reduction in Cuba’s imports of Ameri- 
ean rice while at the same time Point 4 men were here to teach the Cubans 
how to grow more and better rice.” 

“* * * it is difficult through the media used to fully explain U.S. policies 
and objectives when these oftimes suffer diametric changes; many U.S. ob- 
jectives are not in harmony with Chilean aspirations, such as the metal tariff 
barriers, and improving the relationships faced with these actions seems to be 
a losing battle.” 

A comment from an American in Australia suggests that more careful con- 
sideration be given to the probable reactions abroad to the substance, timing, 
and methods of U.S. actions and announcements: 
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“The cut-back of government lead-zinc purchases from Australia landed as a 
bomb-shell here. Timing of release of information was very bad. Newspapers 
and politicians had a ‘field day.’” 

That the United States is a leading world power is in itself a handicap in 
establishing closer ties with others. U.S. policies cannot always please everyone: 

“As long as our policy toward Israel remains the same, efforts listed above 
[i.e., presenting a balanced picture of American life, explaining U.S. policies, 
ete.) will have little or no result.” (Libya.) 

But as a respondent from France noted, the fact that U.S. policies sometimes 
prove unpopular may in itself indicate that at least they are being accurately 
explained : 

“I’m told that the USIS now receives about 1,400 letters per month, almost 
all of which are favorable. During the Suez crises they received almost that 
many per week, almost all hostile. This would show that the program has 
had some effect in explaining or position.” 


Fostering a mutality of interests 


How good a job are we doing in persuading foreign peoples that our objectives 
are in harmony with their own aspirations? 

The replies suggest that this is perhaps the most difficult responsibility assigned 
to USIS. 

One hundred twenty-six persons thought that a “fair” job was being done, 
followed by 106 who said “poor,” and 37 who replied “good.” 

As was indicated in earlier comments, it is not always easy to depict the cor- 
relation between United States policies and the aspirations of other peoples of 
the world: 

“Due to present policy differences full opportunity to show that our objectives 
and aspirations are in harmony is impossible.” (Zgypt.) 

The job of fostering understanding of mutual interests and aspirations appears 
especially difficult in countries where a cleavage may exist between the people 
and those who govern them. 

For example, educated persons in a country ruled more or less dictatorially 
sometimes find the American story of freedom and democracy inconsistent with 
United States support of their government. Spain, Portugal, and the Republic of 
Korea were cited as illustrations of countries where USIS has the uneasy job 
of telling the American story while taking into account the sensibilities of a 
government which may be short on democracy as we understand it. 
am ore eg different problem was indicated in the so-called colonial areas of 
the world: 

“ * * * there is a basic difficulty in that our objectives may be in harmony with 
African aspirations but in conflict with Belgian aspirations.” (Belgian Congo.) 

“Many of our policies and methods * * * are in opposition to those of Great 
Britain. Most of the American community here feel that our USIS does not 
belong in a situation of this kind.” ( Kenya.) 

“A problem exists in equating American and Nigerian aspirations in that official 
Nigerian opinion is not simply African but is also British. While there need be 
no difference in interest, some people think that there is. This creates complica- 
tions for USIS and others and requires a sensitivity in presentation which is not 
always easy to achieve. Under the circumstances, the present USIS officials seem 
to do very well.” (Nigeria.) 

Another difficulty suggested by respondents in their comments was that of 
determining the actual—not to mention “legitimate”—aspirations of a people. 


Countering communist propaganda 


One hundred three respondents said that we were doing a “poor” job in coun- 
tering communist propaganda, 100 thought that a “fair” job was being done, 
and 41 stated that the job done was “good.” 

Many of the replies underlined the difficulty of comparing the communist 
propaganda effort with the U.S. information program. USIS tries to tell its 
story in a truthful, straightforward, and calm manner. Communist propaganda, 
on the other hand, freely uses the “Big Lie” to exploit local grievances and 
hatreds, and harnesses the energy and fanaticism of local recruits to put its 
message across : 

“The communist program is locally directed. Therefore more effective. This 
is competition which USIS cannot hope to meet.” (Morocco.) 

“Tt is a little unfair to compare a program initiated locally with one imposed 
from above.” (Italy.) 
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“It would be practically impossible to make a comparison since the communist 
program also has ‘overt’ as well as ‘covert’ activities. Also, each member of the 
communist party is a propagandist for that cause. It can be said, however, that 
the hard core of communists are diminishing each election, and, in my opinion, 
at least part of this can be attributed to the USIS.” (France.) 

“The communist effort has enthusiasm and dedication, compared to which our 
program is jejune!” ( Brazil.) 

“Communists are aggressive, active, and fairly numerous here—but I see no 
sign of our activity. However, communists pose as a Venezuelan party and can 
afford to be open. Open activity of U.S. propagandists might be suspect on account 
of originating from a foreign power. This is a difficult problem for the U.S.” 
(Venezuela. ) 

“The communist propaganda effort, well-organized, lavishly financed and pains- 
takingly carried on by word of mouth in the coffee shops, the schoolrooms, the 
markets, the lanes, all the places in fact where Thais live and work and play, is 
running circles around USIS.” (Thailand.) 

Respondents indicated a general feeling that the communist program did a” 
better job of reaching the masses of a country as well as important groups in the 
population : 4 

“T have a feeling, not based particularly on factual knowledge, that our infor- 
mation program is disseminated among people who are already on our side and 
need little or no convineing. On the other hand, I suspect that the communist 
effort is directed at the laboring classes, students, underprivileged or underpaid 
groups, and has more general effect than ours.” ( Argentina.) 

“The communist program is more effective with the vast majority of the people, 
and our program more effective with the social elite.” (Chile.) 

“The masseS—poor or near poor—are reached by the communist program. 
They believe most anything that holds a promise for their betterment.” (Brazil.) 

“It is concentrated, to a large degree, in areas not generally available nor tapped 
by USIS: labor unions and the lowest economic group in the population. USIS 
appears to this observer to concentrate on neo-intellectual upper levels of society.” 
(Great Britain. ) 

“Key young men in labor movement have made visits of up to several months 
to Iron Curtain countries, which sponsor them, emphasizing youth movements and 
the degree of Soviet progress for the past 40 years. Higher officials are invited 
to visit Iron Curtain countries as National guests. Communist effort is superior 
to U.S. effort in getting to the country’s younger actual and potential leaders.” 
(Morocco. ) 


Impact on local population 


What has been the overall impact of the information program on the peoples 
of foreign countries? Do the people react favorably or unfavorably to the 
program? 

Here, again, respondents were frequently unable to give flat or clear-cut an- 
Swers. They noted that on the whole few among the local people with whom 
they have had contact knew about the information program, but that the re- 
action of those who were familiar with the program was generally favorable, 
Respondents pointed out, however, that often their own local contacts were lim- 
ited to upper class groups inclined to be pro-American anyway. 

The suspicion was often voiced by respondents that the masses of a country 
are hardly reached or influenced by our program. In some cases, they felt that 
most of the local people were too preoccupied with the struggle for bare survival 
to be interested in any foreign information program. 

Respondents were asked if they could indicate in a very general way the ex- 
tent to which the USIS program has helped to. promote a better understanding 
of the United States in the country on which they were reporting. One person 
replied : 

“TI know of no businessman who is qualified to evaluate this question.” 

One hundred ninety-nine respondents, however, felt sufficiently qualified to say 
that the USIS program has been of “some help” in promoting a better under- 
standing of the United States. Seventy-one thought that the program has helped 
a “great deal,” while 51 stated that it has been of “little or no help.” 

The word “understanding” troubled some: 

“ ‘Understanding’ seems to us to have come to be an umbrella expression 
which really means nothing. Too often, in too many countries, citizens have 
no better ‘understanding’ of their own country than they have of the USA.” 
(Venezuela. ) 
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“IT have indicated that that the USIS program has been of little or no help 
in promoting a better understanding of the United States because I have taken 
the word ‘understanding’ in its real sense. How is it possible to make the ‘have 
nots’ understand the ‘haves?’ How is it possible to make the illiterate under- 
stand the educated? How is it possible to make those who have not yet learned 
to crawl understand those who are dancing?” (Thailand.) 

A few also cautioned against confusing understanding with approval or 
friendship: 

“* * * understanding has increased, although this does not mean increased 
sympathy or liking.” (Libya.) 


Suggestions for improvement 


Respondents were asked to list any themes or objectives which they thought 
the USIS program should but does not emphasize. This question elicited a great 
variety of comments. 

There was a feeling that more should be done to demonstrate the spiritual 
and cultural vitality in American life: 

“Wartime and immediate postwar propaganda seemed to over-emphasize the 
material side of our civilization. It would seem desirable to display something 
of our esthetic and moral side. This was tried to a certain extent at Brussels 
and was misunderstood by the American visitors, but I have yet to hear a 
European criticize that exhibit.” (France.) 

“Perhaps we could say that it is being emphasized—but I would like more on 
the cultural side—Ballet, Exhibitions, Concerts, etec.—to dispel the too-often en- 
countered conviction that we are purely materialists and that our culture (and 
way of life) has nothing in common with Buropeans.” (West Germany.) 

“Much more emphasis on the American family and its part in our ‘way of 
life’ to show simplicity and normality—not Hollywood’s idea of how Americans 
live.” (Brazil.) 

“Some of the better aspects of our youth, such as 4-H, FFA, Boy Scouts, etc., 
should be emphasized to counteract the newspaper headlines of gang-warfare.” 
( Denmark.) 

At the same time, respondents thought that American internal problems 
should be honestly explained, rather than ignored. 

“Frank and honest discussion of controversial subjects, such as racial dis- 
crimination and its historical and sociological roots.” (Ja@pan.) 

“Unfortunately, the problems of racial segregation in schools is being given 
considerable publicity which does us no good ; perhaps sending colored educators 
abroad to give lectures might help.” (Heuador.) 

More information on U.S. foreign aid was felt desirable: 

“Think the nature and magnitude of American aid should receive more public- 
ity.” (India.) 

“More publicity on U.S., ICA aid programs and accomplishments. More pub- 
licity on U.S. military aid, American bases, ete., on non-secret phases.” 
(Philippines. ) 

“Although it is being done, it is advisable to stress even stronger that the U.S. 
taxpayer carries the burden and pays out of his own pocket for every dollar 
given to any other country.” (Spain.) 

“The Foreign Aid Program and what it means in comparative terms, i.e., 
taxes, ete.” (Italy.) 

A greater effort to explain the nature of our free enterprise system and its 
achievements was also urged: 

“There is a great misunderstanding of our free enterprise system. The 
French ‘protectionists’ never really understand our separation of private business 
from government.” (France.) 

“USIS should make more grassroots effort in small towns, villages and native 
sections in large cities, through displays, movies, demonstrations, etc., to show 
the advantages of American techniques, business philosophy and friendship.” 
(Morocco. ) 

“Emphasize the extent and the results of U.S. * * * private investment.” 
(Peru.) 

“Counteract the prevalent belief here that the ‘trusts’ run the U.S. Get across 
the American phenomenon of ownership of corporate stock by ‘average’ citizens.” 
(Brazil.) 

“I believe that we should stress the fact that American labor is not locked 
in a class struggle with capital, that from the ranks of labor important person- 
ages have risen to high positions, that American labor unions are capitalists 
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in that they own stocks in corporations, banks, etc., that they take an important 
part as unions in selecting and electing Presidents, Governors, Senators or 
Congressmen, as witness the last elections.” (Hcuador.) 

“ I would say that USIS could, from time to time, stress advantage of Ameri- 
can business and results achieved by American industrial effort abroad. If 
USIS would be willing to work with U.S. business abroad, surely this could 
be worked out effectively.” (Philippines.) 

The question of USIS helping to further American commercial interests 
abroad was raised and resulted in a division of opinion. Some felt that USIS 
should do more in this field. Others expressed the opposite opinion, feeling that 
USIS had enough to do as it was. It was even suggested, in some cases, that 
USIS might. actually undermine its own work if it pushed U.S. commercial 
interests too vigorously. 


ROLE OF AMERICAN BUSINESS OUTLINED 


Respondents were most articulate in commenting on the benefits they have 
derived from USIS activities, the contributions they themselves have made to 
further the objectives of the oversea information and cultural programs, and 
the greater role which American business can assume in helping to promote a 
better understanding of the United States abroad. 


Benefits and Contributions 


Ninety-nine persons stated that their particular company had benefited from 
USIS activities. A larger number (148) said that their company had con- 
tributed services or facilities to help further the objectives of the oversea 
information effort. 

Some businessmen whose companies had not benefited from USIS programs 
seemed a little nettled : 

“I’ve never seen a publication; never been invited to a meeting; never asked 
for comments; never met anyone; never had any direct knowledge of USIS 
trying to help American business people here.” (West Germany.) 

“No, once we requested the loan of a traveling film on the U.S.A. to fill a film 
program we were presenting all over Portugal, and we were refused on the 
grounds that USIS films could not be used in conjunction with activties of 
commercial firms.” (Portugal.) 

Respondents whose companies had benefited from USIS activties offered 
numerous examples: 

“We employ a number of U.S. educated Indians, and ‘some of the USIS 
activties tend to keep this group interested and pro-U.S.A. oriented which has 
its effect on our employees asa whole.” (India.) 

“The USIS has been very cooperative assisting us in our public relations 
efforts, particularly their press, radio, TV and movie sections. (Philippines.) 

“Moving pictures showing highways and agricultural activities in the U.S.A. 
are helpful in showing how people live and work there. We took the initiative 
to get these reels of pictures from the USIS for showing to our company 
employees who live and work at our * * * plants. We give our employees 
moving pictures such as this once a month.” (Costa Rica.) 

“As an American firm operating solely in Mexico, we have been helped by 
the friendliness developed in the Mexican people by the USIS activities.” 

“The Chilean-American Cultural Institutes, which are sponsored by USIS 
and of which there are some nine branches in Chile, have provided excellent 
facilities for members of our Chilean staff to learn English and become better 
acquainted with the American way of thinking. Some of our American staff, 
on the other hand, have benefited through courses in Spanish provided by these 
same Institutes.” 

“We have made use of the film and reference library and know of several 
occasions when prospective customers have been referred to this office by USIS.” 
(Union of South Africa.) 

“Our benefit has been indirect. Any influence which contributes to stability 
—e to ayaa appreciation of things American reflects favorably on us.” 

A few examples of how American companies abroad have contributed in 
achieving the purposes of the information program are listed below: 

“Most all of us who are resident here do all that we can to promote better 
understanding of our nation and our way of life. We associate closely with 
Ecuadoreans in their social and charitable activities and assist many of their 
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projects financially. Currently a small group are organizing a small newspaper 
to be published in the English language to reach the English speaking people 
of Ecuador, including students—this paper will present as much as possible 
news favorable to the U.S.A.” 

“Several qualified Brazilians sent each year for two-year courses at the 
company training center in the United States. Since 1946, approximately 125 
others were sent on 3- to 12-month assignments in the U.S., thus having oppor- 
tunity to learn about American way of life. A company-sponsored science exhibit 
has been shown in schools and colleges all over Brazil.” 

“We produce * * * [a radio program] for USIS; this gets a rating of 0.9, 
about half of the highest rated commercial programs on radio, reaching 175,000 to 
200,000 sets per week, or more than 500,000 people.” (Mewico.) 

“Films produced by our firms are in the USIS film library.” (Portugal.) 

“The free use of company’s auditorium for movies, cultural programs, and 
other activities sponsored by the USIS in conjunction with local organizations.” 
(Belgium.) 

“On the one occasion when assistance was requested, I made a personal 
donation of $500.” ( Philippines.) 

“Our public relations people have introduced new USIS officers to local 
leaders. We have included them in our social events designed to promote closer 
contacts between ourselves and the public.” (Nigeria.) 

“We furnish an operator and projector to show USIS films to various social 
groups and clubs.” (South Africa.) 

While many other American businessmen overseas had not contributed to the 
USIS effort, their willingness to do so is indicated by such comments as the 
following: 

“We would be very willing to assist USIS if we could, but have not been 
approached by them.” (Great Britain.) 

“We have never been called on for assistance. However, should we be, we 
would be most willing to help.” (Japan.) 

“Have never been asked to contribute, Would help if requested.” (Philip- 
pines.) 

“We have never been asked for help, and we can only guess as to the objec- 
tives.” (Uruguay.) 

“Unless one is called on for help, it is seldom forthcoming. We have not been 
asked. If we were asked, I'm sure we'd do our best to cooperate, but we must 
be told what is wanted of us.” (Brazil.) 

“We would be only too happy to assist in this program if given the proper 
opportunity.” (Union of South Africa.) 

“As an American who feels strongly that we are losing the game—that we in 
fact don’t even know the rules of the game—I would be delighted to help USIS 
further its objectives if there were anything I could do.” (Thailand.) 


Taking the initiative 


Other comments emphasized that there is much that American business can 
do on its own to help promote a better understanding of this country overseas. 

References to living up to the highest standards of business ethics appeared 
very frequently : 

“By adhering strictly to highest ethical standards. * * * By offering better 
service. By fair bargaining.” (Jtaly.) 

“First, American business must be good business both ways. Then this must 
be brought home to the people here.” (Brazitl.) 

“By making sure that U.S. firms coming here to do business fulfill their con- 
tracts in an upright manner. I am thinking now of a * * * company from the 
U.S. which literally robbed the merchants here, then declared bankruptcy, and 
left behind nothing but a bad odor for those of us here to fight.” (HI Salvador.) 

It was felt that American companies with foreign operations should make 
still greater efforts to become better acquainted with the people and history of 
the countries in which they conduct business : 

“American business can make a great contribution to better understanding if 
it would make a systematic effort to learn more and know more of the history, 
the tradition and the customs of the country in which they trade and work. 
Buropeans feel that American ignorance shows contempt. Therefore, certain 
typical American attitudes create unduly bad reactions. Maybe USIS should 
—_ a program of information to Americans on the country they livein.” (West 

ermany.) 








588 MUTUAL SECURITY ACT, 1959 


“By a comprehensive program of indoctrination of all employees a firm may 
send to a given country, especially insofar as language and customs are con- 
cerned. All too frequently it will be noticed that an expert in a certain field at 
home may not be able to make the grade on foreign service due to his misunder- 
standing of the country he is assigned to. This applies to wives as well. I’ve 
seen otherwise good men give up simply because their wives couldn’t acclimate 
themselves.” (France.) 

“To treat the people with respect, try to understand their customs and to 
abolish the habit that some Americans have of comparing how things are done 
in the country in which they reside as compared to the United States.” (Jevico.) 

“It stands to reason that if U.S. business abroad can manage to be respected, 
that should be a minimum requirement. * * * How to pass upward from re- 
spect—providing you’ve got that—and on to deep-rooted friendship and affec- 
tion? There’s the question. But if you've got no respect, there is no hope for 
anything else. Too many U.S. businesses in far, far too many places have 
never even thought of, nor have been concerned with, respect or lack of it 
which the natives of the countries in which they operate may feel for them.” 
(Venezuela. ) 

The need for American businessmen abroad to actively participate in local 
activities and organizations was stressed : 

“Better understanding of U.S. most effectively handled on personal basis, i.e., 
participation by U.S. businessman in local societies and activities.” (Belgium.) 

“By careful selection of personnel and encouraging or even instructing its 
personnel to mingle more with local business community, instead of confining 
its contacts to the American community and American club. Our business 
community lives too much by itself in a ‘colony.’ The size of our American 
business community in a country like France could.easily develop many more 
numerous contacts and friendships than they do at present. There seems little 
effort expended toward this-end.” (France.) 

“American business should support development of free enterprise ideology 
on part of local business and opinion leaders wherever possible. American 
businessmen can be instrumental in bringing local businessmen together and 
leading them to identify their interests as important joint campaign to win 
over others in the country to free enterprise ideal.” (Turkey.) 

“Groups such as American chambers of commerce [abroad] * * * could no 
doubt handle some projects better than USIS since members are residents and 
have more interest in the country than do the ‘2-year-tour men’ of USIS.” 
( Philippines.) 

On this last point, comments from Latin America indicate that a number of 
American chambers of commerce in that region have recently begun to spear- 
head American business participation in a variety of programs to improve under- 
standing between the United States and Latin American countries. (American 
chambers of commerce abroad, some of which have been in operation since the 
early part of the century, are voluntary associations of American enterprises 
doing business in a given country and firms of that country interested in doing 
business in the United States.) 


Cooperation with Government 


The need for greater cooperation between American businessmen abroad and 
United States Government representatives was also strongly emphasized: 

“It is believed that this [ie., promoting a better understanding of the United 
States] is primarily a function of government with the wholehearted coopera- 
tion of business. American business acting independently could conceivably 
conflict. with the government program and cause more confusion and harm than 
good.” (Venezuela.) 

“Could and should be a greater cooperation between American business inter- 
ests and USIS. Our goals are the same in the long run. This could be brought 
about.by the formation by the State Department of an Orienting or Steering 
Committee of State, USIS, ICA, and American business people, carefully se- 
lected.” (Brazil.) 

“American businessmen who have extensive experience and good standing in 
ag har ag business community should be asked to advise on the USIS programs 
in India.” 

“We believe that U.S. business leaders abroad should confer with and cooper- 
ate more closely with U.S. Embassy officers (USIS and other) toward formula- 
tion of policies designed to counter aggressive communist tactics, economic or 
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other. It is noteworthy that the Germans are welcome in Greece. Their 
Embassy and business representatives work closely with favorable results.” 
( Greece.) 

Respondents acknowledged that obstacles sometimes stood in the way of 
greater understanding and cooperation between American business and govern- 
ment representatives abroad: 

“The only criticism of which I am aware, if looked upon constructively, is 
the lack of coordination between the USA business community and the USA 
Government services.” (Argentina.) 

“There would seem to be a lack of communication between business and gov- 
ernment. We commercial people are plunged into a foreign country at times 
with little briefing on how to conduct ourselves or what attitudes to expect; 
yet, U.S. business is, collectively, aggressive, and a powerful force which should 
be tuned into government. Exchange of information is not lacking, but there 
could be much more of it.” (Mevwvico.) 

“This subject is too big. I think most emphatically that business often tears 
down what USIS builds. But with no channel of communication with USIS, 
it isn’t surprising.” (Philippines.) 

In some cases, respondents were frankly dissatisfied with the interest shown 
by U.S. government representatives in the problems faced by American busi- 
nessmen overseas: 

“Would appear to me after over ten years in foreign countries that the U.S. 
Government agencies have no interest in American business. We obtain more 
information and leads from British or German agencies.” (Vietnam.) 

At the same time, respondents did not spare themselves in their criticisms. 
An American businessman in Indonesia concluded his discussion of the issue 
with an arresting challenge: 

“Too many business executives in America couldn’t care less what happens 
outside the 3-mile limit as long as sales of their product continues and there 
is a profit remittance in U.S. $. They’ve got to begin to care and to change 
their policy toward the U.S. Government and State Department from one of 
aloofness and ‘that’s their job’ to one of cooperation and assistance. Business 
too often takes the attitude of leaving the struggle entirely up to the State 
Department. Actually it is too big a job for the State Department in some coun- 
tries and they’re going to lose the struggle unless they have some help from 
the rest of us. This is not a suggestion that American business do the State 
Department’s work for them but rather an appeal that we cooperate and assist, 
first by altering the long-time policy of separateness and second by getting all 
overseas employees informed and cooperating in every way that is possible.” 


CONCLUSION 


It is not easy to summarize the results of the survey in a few words. The 
replies illuminate many facets of the U.S. propaganda effort. They also reveal 
that to measure the actual effectiveness and net impact of the overseas informa- 
tion program is extremely difficult. 

Most of the businessmen participating in the survey appear to feel that the 
United States Information Service is doing a necessary and, on the whole, 
conscientious job of promoting a better understanding of the United States 
abroad. At the same time, the findings emphasize that our propaganda effort 
can be improved. 

The deep concern of American businessmen abroad with the needs and prob- 
lems cf United States overseas ‘public relations” emerges most impressively. 
Some business concerns are already giving much of their time and resources 
to help tell the American story—either on their own or in cooperation with 
our government. Many others ask only to be shown the way in which they can 
help. 

A significant conclusion to be drawn from the survey is that American busi- 
ness has a vital contribution to make in the building of confidence among 
foreign peoples in the good will and integrity of the American people. 


THE NATIONAL CHAMBER'S QUESTIONNAIRE—SURVEY OF UNITED STATES INFORMATION 
SERVICE (USIS) 


This questionnaire has been designed to take up only a few minutes of your 
time. It calls for value judgments on specific points concerning the inter- 
national information program of the United States Information Agency (USIA), 
known abroad as the United States Information Service (USIS). 


38361—59—pt. 3-5 
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As an on-the-spot evaluation, the results of the survey depend on the special 
status you have as an American who can actually observe the operations and 
effectiveness of certain phases of USIS activities in a specific country. 

Your views are sought only on those aspects of USIS operations with which 
you are personally familiar. Please base your replies on what you have learned 
about USIS operations since you have been in the country on which you are 
reporting and on your contacts with USIS officials as well as with the local 
population. Answer only those questions on which you feel competent to ex- 
press an opinion. Skip those on which you consider yourself no better informed 
than if you were residing in the United States, or on which your information 
is not derived locally. 

To avoid constant repetition of “do you believe?” etc., we have framed ques- 
tions in a positive manner. It is to be understood, however, that the answers 
represent your personal opinion and reflect no viewpoint but your own, Under 
no circumstances will your name or that of your company be disclosed in the 
findings. 

Supplement questions by comments which you feel are pertinent on the lines 
left blank for that purpose under each question. Where applicable, include 
evaluations of the long-range effects of USIS programs in countries where our 
current policies may be unpopular or unacceptable. 

Name of country reported on— 

1. Which of the following USIS activities have come to your attention prior 
to receiving this questionnaire and how familiar are you with what is being 
done in this country? Please check the appropriate box. 





Press Radio TV Movies | Library | Exhibits | Programs 





Degree of familiarity. -_.......- 
S Well-acquainted _ - -__- 
(0 Moneeety be ieeniler... 
(c) By local hearsay -_.-... 
(d) Khow nothing of the 


























2. Indicate your evaluation of the following USIS activities as they apply to 
the country on which you are reporting. 





Evaluation Press Radio TV Movies } Library | Exhibits | Programs 





Is the activity: 


























3. If you have been to a U.S. information center, what is your impression of 
its operation? Does the center appear to be— 
(a) Well run? 
(bo) Fairly well run? 
(ec) Poorly run? 
4; Do most of the USIS officials you have met appear qualified to handle their 
respective jobs? 
(a) Well qualified. 
(b) Fairly well qualified. 
(c) Poorly qualified. 
5. In what qualifications do USIS officials appear to need most improvement? 
(a) Ability to speak the language of the country. 
(b) Knowledge of the country and its people. 
(c) Skill in utilizing means of communication. 
(d) Other (please describe). 


6. This is a general question: To what extent has the USIS program helped 


to promote a better understanding of the United States in the country. on which 
‘you are reporting? 
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(a) Little or no help. 
(b) Some help. 
(c) Great deal of help. 
7. This is more specific: The question concerns the impact of our information 
patty? on the people it is designed to influence. How good a job are we 
0 n— 





Good | Fair | Poor 





(a) Reaching important attitude-forming groups? 

(6) Explaining U.S. policies‘and objectives? 

(¢) oe the people that our objectives are in harmony with their own aspira- 
Tin 25 sch 5 i the SOE. bbc Sad AEE sdb £6 Gh 3 dss LEE LLL 

(d) Presenting a balanced picture of American life and culture? 

(e) Countering Communist propaganda? 














8. What reaction to our information program have you observed among the 

local people with whom you have had contact? 
(a) Generally favorable. 
(b) Generally unfavorable. 
(c) Few know about it. 

9. From the viewpoint of influencing the people, how does our information 

program compare with the communist propaganda effort in this country? 
(@) People are more influenced by the U.S. program. 
(b) People are more influenced by the communist program. 
(c) Do not know. 

10. This concerns the magnitude of the communist propaganda effort. Is it: 

(a) Greater than ours? 
(6b) About the same as ours? 
(c) Smaller than ours? 
(d) Not able to judge. 

11. Aside from countering communist propaganda and plugging United States 
foreign policy themes, are there themes or objectives which you think the USIS 
program should but does not emphasize? Please list below. 

12. To what extent has the USIS program been of help in furthering American 
commercial interests in the country on whicb you are reporting? 

(a) Considerable help. 
(6) Some help. 
(c) No help. 

13. Has your company benefited in any way from USIS activities? If your 

answer is “yes,” please describe briefly in what way. 
(a), Yes, 
(6) No. 

14. Has your company contributed any services or facilities to further the 
objectives of United States overseas information and cultural programs? If 
your answer is “yes,” please give examples. 

(a) Yes. 
(bo) No. 

15. Do you have any ideas on how American business can help to promote a 
better understanding of the United States in the country on which you, are 
reporting? Please comment. 


Mr. Cunpertson. Free enterprise in the United States contributes 
directly, not only to the welfare and progress of our own country, 
but, through sizable investment abroad to, that of other countries. 
Continual publicity, therefore, should be given to the true and im- 
portant facts about the contributions which private investment makes 
to the improvement of many less-developed nations throughout the 
world. 

In this way our various private economic activities abroad can be 
joined with the larger battle for the minds of men. By demonstrat- 
ing that free enterprise can do an effective job in the field of economic 
development, we not only help to dispel distrust and misunderstand- 








592 MUTUAL SECURITY ACT, 1959 


ing of the free-enterprise system abroad, but do much to win local 
support in foreign countries for the free as opposed to the totalitarian 
way of life. 

The Communist-dominated countries seldom pass up an oppor- 
tunity to promote the Communist ideology among the world’s new 
and lesser developed nations. All Soviet so-called aid is extended 
on a government-to-government basis. State control and direction 
as contrasted to individual initiative is continually stressed and 
extolled. 

We should not hesitate to demonstrate and explain the virtues of 
the free-enterprise system among peoples who have recently achieved 
independence. Seeking out and extending loans to responsible, 
public-spirited businessmen may be a more difficult task than gov- 
ernment-to-government loans, but the growth of a stable and respon- 
sible private business is a mortal blow to Communist ideology. We 
should plant the seeds of a free-enterprise system in these countries. 

In summary, the national chamber supports the principles of the 
mutual security program and recommends that it be continued. 
Adoption of the foregoing recommendations will not only save 
approximately $289 million but should, by encouraging the prudent 
administration of funds, result in a more efficient and effective 
program. 

Thank you very much. 

Chairman Morean. Thank you, Mr. Culbertson, for a very con- 
structive statement, and I am sure some of the recommendations 
offered by the chamber will be considered when the bill is in the 
process of being marked up. 

Mr. Culbertson, how did you arrive at the figure of $85 million 
that you request be cut from military assistance? You recommended 
$85 million in both cases. 

Mr. Cursertson. In the first place, we went back to the appropria- 
tions of last year and we saw in our studies no reason for the increase 
over last year. We therefore thought it was good economy and 
sound judgment to return to the former appropriation. 

Chairman Morean. Mr. Culbertson, are you familiar with the 
Draper Committee recommendations? 

r. Cutpertson. I am and I know they have recommended a 
very large increase over that figure. 

hairman Morean. Has the chamber taken any stand yet or has the 
board of the United States Chamber of Commerce reviewed the 
Draper recommendations ? 

r. CuLBEerTson. It was reviewed by my subcommittee only a few 
weeks ago. 

Chairman Morcan. Do you have any report to give us on the 

r recommendations ? 

r. CuLBertson. Frankly, we haye no recommendation on the basis 
of their recommendation because the committee simply reaffirmed the 
recommendations which I have recorded with you today. I believe the 
Draper report is considered preliminary and not complete. It has 
covered simply certain of the military phases without covering some 
of the coordinated and closely related items which are involved in the 
whole picture. I want toemphasize any reductions which the chamber 
has recommended are not to be interpreted in any way as a hostility 
toward the program itself. 
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We believe fundamentally that is a vital and continuing part of 
American foreign policy. After all, businessmen have judgments 
and what we are conveying to you is the judgment of businessmen. 

Chairman Morecan. We understand. We fully realize the chamber’s 
position on the bill as a whole, but the Draper Committee specifically 
spells out the recommendation of increase of $400 million in military 
spending that should be primarily used to modernize the military 
structure in NATO. 

Mr. CuLsertrson. Speaking personally, I can see what their argu- 
ments are. I think there is no more effective document in support of 
the mutual security program than this blue book to which I have 
referred and if there are any people in this room who are opposed to 
the mutual security program, I suggest they read the entire volume. 

Chairman Morean. On page 3 of your statement, Mr. Culbertson, 
in (d), where you take the request of $383,995,000 for special assist- 
ance, I see you lump all the programs together and recommend a cut 
of $73,995,000, which reduces the figure to $310 million. That must 
include $39 million for administrative expenses? Ocean freight? The 
$12 million for the children’s fund? Does it include all those 
programs ? ' 

Mr. Cuusertson. It includes all the programs listed under (d) of 
the so-called blue book. 

Mr. Bowxxs. What page is that ? 

Mr. CuLBertson. Page 64. 

Chairman Morcan. It also includes the $30 million for the United 
Nations technical assistance program ? 

Mr. Cu.pertson. No, it excludes technical assistance. 

Chairman Morean. You recommend an overall cut of $79 million 
of all those programs? 

Mr. Cutsertson. It is the same as it was last year, Mr. Chairman. 

Chairman Morean. Last year the administration asked for $202 
million under that program and this year, they have asked for $279 
million under the special assistance program alone, without the other 
programs involved. 

Did you base your recommendation of $310 million primarily upon 
what they received last year? Is that how you arrived at the $301 
million figure? 

Mr. Cusertson. I would like Mr. Nystrom to answer that. 


STATEMENT OF DR. J. WARREN NYSTROM, CHAMBER OF 
COMMERCE OF THE UNITED STATES 


Mr. Nystrom. This figure is based on last year’s appropriation, 
lus an allowance for the salary increases. Rather than go back to 
ast year’s figure which was $306 million, we have put down the figure 

of $310 million to take into consideration salary increases. Basically, 
it is last year’s figure plus the salary consideration. 

Chairman Morean. The surprising reduction here is the moderate 
cut in the contingency fund. It is only $45 million. 

Congress generally considers the contingency fund as a blank check 
to the President and it has always been a target on the floor for a 
much greater reduction than the modest reduction that you have 
recommended here. 

Mr. Cunsertson. I understand that and I appreciate the —— - 
tance of that fund. It is developed on page 70 of the blue ‘ 

Chairman Morean. Again you recommend the figure in the final 
appropriation of last year ¢ 
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Mr. Cuizertson. Yes, we went back to the final appropriation of 
last year ae, on the judgment that that was enough to perform the 
functions which are set forth under the heading of contingency fund. 

Chairman Morgan. Thank you, Mr. Culbertson. 

Mrs. Bolton. 

Mrs. Boron. It is very good to see you. 

Mr. Cu.zertson. It is nice to see you, Mrs. Bolton. 

Mrs. Bouton. Also it is very interesting to have the chamber’s re- 
port on these various matters. 

Going back to last year; you know I hear quite a little out my way 
about the fact that the chamber hasn’t come up into the life of today, 
that it is still living in yesterday. 

When I tell them this is what you have recommended, that we stay 
where we were last year in these things, there is going to be a age 
deal of disappointment among my people because they would like to 
feel that the chamber of commerce moves along in a very sane and 
intelligent progression. However, that is the stand of the chamber 
and that is the way it goes. 

par. Cupertson. It might say spending is not necessarily a sign 
of progress. 

Mr. uLToN. Very good. Very good. 

Mrs. Borron. You are quite right there. But intelligent economic 
action is also very important. Thad noted down here, my wonder at 
just how you did figure. You take $85 million off military assistance, 
$85 off defense support, $45 off contingency, and opddint assistance, 
$73,995,000. 

Have you any detail of that or do you simply tell us just to go back 
to last year and look it up? Is that what we are to do in order to 
work on your suggestion ? 

Mr. Cutsertson. I think, Mrs. Bolton, that probably I should say 
something of how we work in the chamber of commerce. 

First, we have a permanent secretariat, Dr. Nystrom and his assist- 
ants who are constantly studying the documents as they come along. 
The committees are numerous. I have before me the Foreign Policy 
Committee which has had and still has the chairman of Erwin D. 
Canham, the editor of the Christian Science Monitor, and who has 
just been elected president of the U.S. Chamber of Commerce. 

Now, what happens is this: The general committee takes up the 
general policy at its two or three meetings during the year. It ap- 
points subcommittees and it appointed, some time ago before January, 
a subcommittee on foreign aid made up of not only some members 
from the Foreign Policy Committee, but members from the Foreign 
Commerce Committee and from the Defense Committee. 

Mrs. Bouron. May I say this just to protect my 5 minutes, that it 
isn’t so much your method of procedure as it is on need to know 
what you would cut. How are we to know, unless we go digging our- 
selves, just what is contained in these cuts? Must we take last year’s 
and list it in columns and then say, “well, this is different this year,” 
or do you have the details of each one of those cuts which you could 
give us for the record which would help us very materially in studying 
your opinions or points of view ¢ 

Mr. Nystrom. Mrs. Bolton, I think your question relates to the 
other recommendation we make about the need for giving detailed in- 
formation at the time the budget comes out. 
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Actually our committee, which met in January and took this posi- 
tion which was adopted by the Board, had only these lump sum fig- 
ures and therefore it was very difficult for us. 

Now, we did have a meeting since that time, as Colonel Culbertson 
has mentioned, and the subcommittee then looked over the new ma- 
terial and reaffirmed the original position. 

Mrs. Borron. You were working on lump sums from us? 

Mr. Nysrrom. That is right. 

Mrs. Borron. Do you realize and recognize the fact that we get 
these detailed figures just as soon as they are ready and the staffs who 
are prepare them worked 24 hours a day for some weeks, and that 

tting anything earlier is humanly impossible. Isn’t that true, Mr. 

hairman ? 

Chairman Morean. Yes. 

Mrs. Bourton. As a matter of fact, most of this is just what we are 
all trying to do. We have no difference of opinion as to the goals we 
are trying to reach. 

Now, may I suggest the blue book, on page 148, relative to the in- 
vestment of private capital abroad—we have worked exceedingly 
hard in this committee to make possible sufficient guarantees to the 
different countries in their efforts—to the different businesses. It 
means setting up of treaties and all kinds of things with the different 
countries. 

Now, that can’t be done, broadcast for the whole world. It has to 
be done one country at atime. The program has been increased until 
now it offers to new American investment abroad guarantees of con- 
vertibility in 38 countries; and guarantees against expropriation and 
confiscation protection in 34; war damage in 8. 

You remember—you and T remember, some of these people don’t— 
some of our problems over Mexican oil. 

Mr. Cutpertson. Very well. Very well. 

Mrs. Boron. It took a long, long time to get anything out of 
Mexico. 

Now, the fact that we are trying in every conceivable way to man- 
age and make possible these protections I would like to feel that the 
chamber recognized the efforts and commended us for them and said, 
“Go on, boys, make it a little better.” because that is what we are try- 
ing to do all the time. 

Isn’t that accurately stated, Mr. Chairman? 

Chairman Morean. I think so. 

Mr. Cunpertson. I think this is an excellent statement beginning 
on page 148 of the blue book and I think that the chamber probably 
realizes the fundamental difficulties of developing private enterprise 
in some of the underdeveloped countries. They are countries which 
have a low income. They don’t have any margin for the formation of 
capital; they have no technical skill in many cases, and it is hard to 
plant seed on a rock. 

I mean there must be something into which the seed can go in order 
to germinate and produce the thing that we want it to yeti: 

realize that. 

Mrs. Boiron. I would like to feel that you will carry back to the 
chamber some of the good things that we are making every effort to 
bring about because some of us have worked extremely hard in just 
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those areas and we feel that the growth from year to year has really 
been good. We have been broadly accused of. not being able to get 
any details from the departments, but when we come into executive 
sessions we find before us a wall of books 15 inches high containing 
detail. We have never had such carefully developed detail as we have 
this year. It is as concise as they can make it. It is set up in various 
books of different colors and you take the color of what you are inter- 
ested in and dig into it. I hope you are not living under the delusion 
that the Foreign Affairs Committee is going forward in a bill of this 
magnitude without having the details. 

I just take this opportunity to put it into the record that. we have 
an immense amount of very accurate, very carefully done detail. 

I think my time is up, Mr. Chairman. 

Chairman Morcan. Your time has expired. 

Mr. Mourpeuy. Referring to the Section by Section Analysis of the 
Mutual Security Act of 1959, I note that in three categories, namely ; 
military assistance, defense support, and the contingency fund, your 
recommendations are the same as the amounts appropriated last year, 
and relative to the total for title LV, chapter IJ, special assistance, 
I believe the chairman mentioned this—— 

Mrs. Bouron. I wonder if you could talk just a wee bit louder? 

Mr. Mourpeuy. Referring to title IV, chapter I, special assistance, 
your organization recommended $310 million, or a cut of $73,995,000 
from the $383, 995,000 recommended by the administration and which 
would be $3,407,500 more than what was appropriated last year. 

Your organiantion has not given any reasons to substantiate the 
recommendations that you have presented to this committee. 

Mr. Cutpertson. Well, Mr. Congressman, I frankly must say that 
these things were not based on detailed statistical analysis. They 
were based on judgment after the examination of all the facts that 
we had at hand. 

For example, our committees have had two conferences with Mr. 
Dillon, the Under Secretary of State for Economic Affairs. We have 
discussed. these items with him. I am not saying that he made these 
suggestions with reference to reduction, but that is the kind of infor- 
mation that we have gotten, I can’t say we have seen any convincing 
statistical proof that these increases were sound. . 

I get back to my other point: Don’t think that the chamber of 
commerce has lost its view of the woods by looking at a few par- 
ticular trees. It is thinking of the Sie sis security program as a 
whole and also having some consideration for economy and the prob- 
lems with which we are faced in the world. 

Frankly, I don’t think any item where we have recommended a 
reduction will suffer in the slightest in 1960 because of our recom- 
mended reductions, if they are adopted. 

Mr. Murreuy. You still have not given any specific reasons for your 
recommendations. I must consider your recommendations along with 
the administration’s request for fiscal year 1959. 

The chairman ate to the Draper Committee. I was very im- 


pressed with General Draper’s statement that his committee believed 
that it was absolutely necessary that an additional $400 million be 
appropriated in order that NATO be brought up to its full potential 
with modern arms and techniques by 1962, 
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Mr. Cuusertson. Mr. Congressman, I put it this way—I am speak- 
ing as an individual now. If you feel any of the reductions which 
we recommend would fatally jeopardize the mutual security program, 
please don’t vote for it. I mean we are interested in the maintenance 
of the mutual security pro > 

Mr. Murpny. As it will e necessary for me to vote, I would like 
to be able to substantiate my vote. 

Mr. Cuxpertson. I can’t do it statistically, but that is the judgment 
of the—— 

Mr. Morpuy. That is all, Mr. Chairman. 

Chairman Morean. Mr. Fulton. 

Mr. Futon. I want to congratulate both Ambassador Culbertson 
and Dr. Nystrom for their top level presentation and say that I believe 
that it is clear and adequate. 

I agree with the comment that Congress should support the De- 
velopment Loan Fund. I believe that the Development Loan Fund 
is a well-run program under director Dempster McIntosh, one of our 
outstanding U.S. businessmen. This program is something that will 
get away from grants-in-aid and so-called giveaway programs and en- 
courage the type of business development that I am sure you people 
in the chamber heartily favor. 

Mr. Cunpertson. We made no suggestion of reduction in that 
amount. 

Mr. Funtron. As a matter of fact, the Development Loan Fund 
will largely pay back money into the Treasury of the United States 
and so far it has every indication of operating as successfully as the 
Export-Import Bank under the leadership of director Sam Waugh, 
who is likewise doing a good job, may I put in the record. We have 
had very good results from the International Bank for Reconstruc- 
tion and Development under Eugene Black, and I would like, as I 
believe you would, to see those businesslike institutions emphasized. 

I am strongly opposed, however, to the operation of the subsidiary 
of the International Bank for Reconstruction and Development, the 
International Finance Corporation, which has a capitalization under 
$100 million with the United States among 32 nations putting up $35 
million in hard cash and the rest all being in soft currencies, — 

I believe this institution is not subject to our U.S. foreign policy. 
Being a subsidiary to an international corporation further dilutes to 
management and policy, and I hope you of the U.S. chamber wi 
look into that. 

I want to compliment you on the bottom of page 3 of your state- 
ment beginning. 

On the other hand, more drastic curtailments in the mutual security program, 
particularly in military assistance, would present the United States with highly 
undesirable alternatives. The most important of these would be the need for 
much larger and more costly United States standing forces than are now contem- 
plated. That, in turn, would require a substantial increase in the number of 
involuntary inductions into the Armed Forces and oversea duty for much 
larger numbers of American troops. 

You, in the U.S. Chamber of Commerce have looked over the pro- 
grams in succeeding years up until last year and you have made 

udgments as the programs have poe along. In consultation with 
US. officials you in the U.S. Chamber of Commerce have pointed out 
to us not ways to block programs, but ways to make them more efficient 
and to work better, is that not right ? 
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Mr. Cu.sertson. That is correct. 

Mr. Furron. So your approach then is not one of justifying a 
prieee figure in a large unidentified item which must necessaril 

unidentified. For example, the U.S. chamber request that $200 
million for the contingency fund be reduced by $45 million to $155 
million, means that in your judgment upon proper use of the proposed 
contingency fund it can get along on that much less and do an efficient 
job. 
Mr. Curpertson. And do the same job which it has been doing. 

Mr. Futron. That is correct. And absolutely nobody knows what 
the contingency fund will be required to supply during the fiscal year 
1960 that has not even started until July 1 of this year 1959. Is that 
not. correct ? 

Mr. Cuusertson. That is correct. 

Mr. Futon. Special assistance programs go to many countries 
including Berlin and Somalia. I would not ask the question here, 
because we have been briefed on it in secret, as to what is the specific 
change you would make on Somalia, or for example, what is the spe- 
cific change you would make on any one of the Latin American 
countries that is under that special assistance program. 

So when the U.S. Chamber of Commerce comes to try to judge the 
future it is, I believe, an impossibility except to make a judgment 
generally, rather than to come up with specific figures on what you 
think, for example, Jordan is going to do, Greece will do, Turkey, 
Pakistan, Formosa, or South Korea. Is that not correct ? 

Mr. Cu.pertson. That is correct. 

Mr. Fuuron. So I am really paraphrasing what I believe your 
position to be and complimenting you on the fact that you have used 
your previous experience to point out to us the figures at which you 
think this committee can come up with for an efficient and an econom- 
ical program for the future. Is that not right? 

Mr. Cutsertson. That is correct. 

Mr. Futon. I would disagree with you strongly on the point that 
you believe that military assistance appropriations should be taken 
out from under such stalwart economizers on the subcommittee of the 
House Appropriations Committee as Mr. Passman, of Louisiana, the 
chairman, and Mr. Gary, of Virginia, Mr. Natcher, of Kentucky, Mr. 
Alexander, of South Carolina, Mr. Andrews, of Alabama, and Mr. 
Montoya, of New Mexico. 

And with Mr. Taber on the Republican side, Messrs. Ford, of 
Michigan, Rhodes, of Arizona, and Conte, of Massachusetts, I wish 
you would again look over your recommendations and see if you 
economizers aren’t in better oar because this committee has had 
some mighty strenuous days with that particular committee on the 
matter of cutting funds. 

Mr. Cursertson. Thank you for your wisdom. 

Chairman Morean. Mr. Gallagher. 

Mr. GauLLaGHeR. Mr. Culbertson, in noting your cuts in the milita 
assistance program, we also have to consider the fact that Mr. McEI- 
roy, General Twining, and General Norstad, as late as last Thursday, 
stated here that if the military assistance program was to be reduced 
in any amount at all that the slack would have to be taken up by an 
increased military budget. 
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In view of your recommendations, do you feel the chamber would 
be for an increase in our military budget this year ? 

Mr. Cutpertson. I frankly can’t give you the answer to that ques- 
tion from the chamber of commerce, but I can understand your point 
of view, and may I say I respect it. 

Mr. Gauiaguer. Thank you. 

It is just that these men have weighed what the necessities are in 
view of our emergent situation. 

Mr. Cunpertson. May I say a word about a point which was made 
by the former witness, Mr. Chairman. It disturbed me a little bit, 
if I understood it. 

The suggestion was that a successful nonmilitary program, an 
economic program, could be carried on without the effectiveness of 
the military program. It seems to me that the world in which we are 
living today requires both the military and the economic and non- 
military activities under this mutual security program and that it. is 
a unit and must. be considered as such. 

The military effort includes the direct military effort and, second, 
the defense support items, which are to maintain the economy of a 
country which can’t.carry the burden of its military force itself; that 
is, we come in and help economically to support indirectly the military 
effort. The military assistance and the defense support programs 
are the shield, the shield of the free world against the aggression from 
the Soviet powers. And if you don’t have that shield behind which 
the economic program can be carried out, your economic program is 
constantly threatened by military destruction. 

The suggestion that you could overemphasize the economic side and 
get away with the objectives which that program has in mind without 
maintaining an effective military shield is all bunk from my stand- 
point. They must go together and in the world in which we live they 
must work together and develop together. 

Mr. GALLAGHER, Sir, we have a concurrence of thought on that 
matter. In view of this, I just; wonder that if the chamber would 
reconsider its proposals in the light of Mr. McElroy and Generals 
Twining and Norstad’s statements to make this shield an effective one, 
we could not cut one penny from their recommendations. 

Mr. Cursertson. May I bring that to the attention of my sub- 
committee ? 

Mr. GAaLLaGHerR. We would be very happy if you would. 

Mr. Cuusertson. And then to the Foreign Policy Committee, of 
which I am a member, 

Dr. Nystrom would like to make a comment on this point. 

Mr. Nystrom. I would like to make one comment. There was one 
remark some time ago that the chamber was sort of standing pat on 
last year. I would like to point out that last year Congress passed an 
appropriation of 3.3. We are for a 3.6 plus, so we are not standing pat. 

airman Morean. Doctor, would you make a statement for the 
record, then, that you feel the cuts made by Congress as far as the 
chamber were concerned were too deep? 

Mr, Nystrom. Last year? 

Chairman Morean. Last year. 

Mr. Nystrom. Last year we recommended $3.6 billion and the 
Congress passed 3.3. It is a matter of record. 
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Chairman Morean, Then you would say the chamber’s opinion is 
that the cuts made by Congress last year were too deep? 

Mr. Nystrom. Our figures certainly wouldn’t be in line with yours. 

Mr. Fuuron. So really what you are doing is merely making up 
$300 million this yea, the amount that Congress cut off lest year that 
you felt was too deep, as pointed out by the chairman? 

Chairman Morean. Last year’s chamber’s recommendations were 
$3,682,350,000. The final appropriation was $3,298 million, so the 
difference between what really became law and the chamber’s figure 
is $384,257,500. 

Mr. Nystrom. The other point I wished to mention in regard to the 
military side: We have been convinced by some statements in various 
poet from various Members of Congress, that there should be some 

eemphasis on the military side and perhaps a greater emphasis on 
the economic side. 

As you noted from our recommendations, we have not cut the 
Development Loan Fund. We go along with this. We go along with 
the increased item for technical assistance. We do recommend some 
relatively small cuts on the military side. 

Chairman Morean. Mr. Bentley. 

Mr. Bentiey. Mr. Culbertson, it is refreshing to find witnesses 
before the committee, either individual or representing an organiza- 
tion, that come here and take a very realistic view of this program and 
particularly who support it in the light of the objectives of this 
country and the recipient countries, and I commend you for your 
statement. 

Do you think that the program should operate in countries whose 
economies, whose forms of economy are directly contrary to our own, 
such as a country, for example, with a Socialist economy ? 

Mr. Cunsertson. I believe that the extent to which the program is 
operating today in Yugoslavia is extremely useful. As you know, the 
Soviets withdrew their support from Yugoslavia because Yugoslavia 
didn’t go along and play the game with international communism. 
Yugoslavia said: “Ours is a neutral country. Our economy tends 
toward the Communist point of view, but we are not going to be run 
from Moscow.” And that, of course, was one of the most bitter pills 
that the Soviet crowd in Moscow had to swallow. Therefore, they 
withdrew the aid which they were giving to Yugoslavia. 

Now, we are helping to build there a fertilizer plant ; we are helping 
to build an electric plant. Both are under the Development Loan 
Fund. They are loans made in accordance with the regular procedure 
of the Development Loan Fund. It seems to me that that particular 
case answers your question at least to some extent. 

Mr. Bentiey. I was thinking more of India than I was of 
Yugoslavia. ' 

r. Cutzertson. May I just refer to the policy? The policy of the 
pre red on that point appears in a statement adopted by the whole 
chamber : 

“The administrators of the program should be permitted, where 
advisable, to extend economic aid to countries uncommitted to the 
East-West struggle without requiring them in turn to ally themselves 
militarily with the West.” 

That is the statement quoted from the adopted policy of the chamber 
of commerce. 
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Mr. Bentiery. Do you think our program should operate in coun- 
tries whose economic climate is hostile to prvare enterprise under our 
own system of free enterprise and capitalism ? 

Mr. Cutpertson. This statement I just mentioned would seem to 
answer that question, and the Yugoslav case. I don’t know whether 
18 consider the Indian economy as a free enterprise economy or not. 

t is certainly not a Soviet economy. 

Mr. Bentiey. Do you think we have done all we could in the past to 
encourage governments of recipient countries to develop within those 
countries a business climate more favorable to private investment and 
enterprise than we could have done or should have done? 

4 Mr. Cursertson. The obstacles to the development of free enter- 
prise in a country like India are very great, but I think one of the most 
important free enterprise companies in the world is the TATA Steel 
Co. in India. It has carried on its business on a strictly capitalistic 
free enterprise system and it is encouraging—perhaps in the line of 
your question—to think that that sort of thing might spread in that 
great country. 

I certainly don’t think we should permit our funds to be used di- 
rectly to develop the Soviet system of economics in a country. 

Mr. Bentiey. Would you make any recommendations with regard 
to possibly putting more.of our economic aid programs on a multi- 
lateral rather than a bilateral basis? 

Mr. Cutpertson. We have favored a contribution to the United 
Nations for technical assistance. I am afraid I will have to express 
my own opinion on that subject. I would hesitate to extend on a mul- 
tilateral basis the kind of program which the development loan fund 
is pursuing. 

don’t quite see how we could function at that level in a multi- 
lateral way. 

Mr. Bentiey. One more question, Mr. Culbertson. Do you think 
that our programs, our foreign aid programs have over the past years 
tended to promote in countries abroad economic competition, which is 
directly competitive with our own manufacturers ? 

Mr. Cuxserrson. I think there have been cases of that kind. At 
the same time there is somthing to be said for the other side: namely, 
that our aid programs—let’s take Europe for example—and money 
which we spent in the so-called Marshall plan that have created mar- 
kets for American goods far beyond any losses which we might have 
had in competition with those industries. 

Mr. Benttey. In other words, our loss of markets has been due to 
factors other than the foreign aid plan. 

Mr. Cunpertson. Yes, or they have been more than offset by the 
gains which the economic development of Europe has produced. 

Take West Germany, for example. It has been remarkable, the 
business which our industries have been doing with West Germany. 
There has been a mutually developing advantage on both sides. 

Mr. Bentiey. Coming from an automobile State, I might have some 
reservations on that, but thank you very much. 

Mrs. Bouron. If they hadn’t built such big automobiles maybe they 
might have sold more. 

hairman Morean. Are you through, Mr. Bentley? 
Mr. Bentuiey. I am through. 
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Mr. Fuuton. The question comes up of the further use of business 
methods in the U.S. foreign aid programs and mutual security pro- 
grams. That brings up the question of the investment guaranty fund. 

Do you strongly favor the continuation and expansion of the in- 
vestment guaranty program that was really worked out and insti- 


tuted by man 


Mr. CuLBertson, rhiompe Mr. Fulton, 
e 


policy on that program. 


prise abroad. 


ram ? 


of us members on this House Foreign Affairs 
Committee, and it is pretty much our own 


e chamber has no adopted 


rsonally—I am speakin 
think it is a very effective instrument for extending 


personally—I 
merican enter- 


Mr. Fuuron. I will put the figures on that program in the record 
here without taking the time now to refer to them. 


(The figures referred to are as follows :) 


Investment guaranty program 
PROGRAM SUMMARY 
‘(Dollars in thousands] 


Na ee Ne en ceeneerceenprcterseenempenreetananentetian wripliecesn * $16, 068 
Hatimnte seen Weer Tose a es 755, 807 
Proposed, fiscal year 1960__.__.._---.--_______ ct * 58, 920 





1 Represents estimated obligations to cover “probable ultimate net cost to the U.S.” of 
Ss issued or estimated to be issued as authorized under sec, 413(f) of Mutual 


ecurity Act of 1954, as amended. 


2 Includes anticipated additional issuing authority to be authorized by Congress. 


Investment guaranties issued through Dec. 31, 1958 
DETAIL OF PROGRAM 
































[Dollars in thousands] 
Country Number of | Europe and NESA Far East Latin 
contracts Africa America 
3 000 F300 UO. Ro ial. 
2 OD REP RA SE LM eek, 2S Re eal ol 
BRS. ctiiddedtlin'. 228 foe cdsi code $3, 000 
Faces usetation-<lbis 44 aden $6, 040 |.........---.- 
1 et ak ceed Cee “aidepde $s 05 + eat Fé "poei elep eet 298 
Pees a eee ee eee Ley eke keg! eee 253 
50 Of SURREAL Rk Ma a eS 
50 __: B! RR SES Tomes ters for PaaS TAL De pee hears Ss ae 
a a i 8 re ee ae eee 
RE ER eS EBS 5 ee he. ey iain 819 
Ff ees 2 ae vee Oe liv. cick Ae Lo ek.. 
D Fi.tdaien dawbicnts } SURE eS 
42 WET Nh eS ied Ae AA. G2. 
ERE ES Ree SR some YS ee = 
D h.srewe esse TOE ha bache th kvdnn div acilghicn te 
21 NTR re eer Cass Sees. 0s ee eee 
DA ncspacdpamtebes og ES PORES SEES 
p PEER RST TOS | CEE ESR OTIS EST EN EGET ES 8, 344 
 ¢) SRR ATO So: eR ) of Foe) ae 
OPM SS at ccs de We Ba ccbe dicaaddds 
S dnncvectepieee ye gh reer ees eee ped brs gee rman Fm 
36 RII a col neseiutahicuiiinnil cidtesttenenmretai 17, 749 
263 320, 662 31, 488 17, 592 30, 165 
Convertibility, $223,966,922; expropriation, $175,940,108; grand total 


907,030. 
Total, underdeveloped areas, $147,952,044; all other areas, $251,954,986. 
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Obligations and expenditures 











{In thousands] 
Economie assistance | Obligations | Expenditures} Unliquidated 
Cunsulstive, Jume 90, 1008. 2 ooo. 22 ob ein deck csene cece 004,908 1.4 5nn ose $94, 236 
Eetimate, Gacal yes?- 2000.5... coon saws ewes wwesescewaweccusecss Se eS 
OCurmmbaingives Suiee SD, 100 sick. wigs combine Hatsbsdceubntabicccndis 100, OUB Foi enti 150, 043 








INVESTMENT GUARANTY PROGRAM 


In this last year alone, new applications with an aggregate value of $939 
million have been received. Contracts of guaranty were written for over $212 
million, of which $193 million were issued during the last 6 months. In 1958 
$113 million, or 53 percent, of the investment was for projects in the under- 
developed countries. 

Active applications now exceed $1 billion (60 percent in underdeveloped 
countries) for projects in 34 countries. They include a large variety of invest- 
ments such as air transportation, dairy processing, pharmaceuticals, pulp and 
paper, chemicals, oilwell drilling, elevators, power shovels, tire manufacturing, 
housing, bauxite mining, feed supplements, household appliances, plastics, and 
many others. 

From the beginning of the program to December 31, 1958, guarantees have 
been issued for $400 million. Since issuing authority is recaptured when the 
Government’s liability is reduced or terminated, only $340 million of the $500 
million issuing authority is presently used. Fees have been received of approx- 
imately $3.4 million. No claims have been paid under the program and none 
is pending. 

In addition to the fee income, $199,071,521 in note issuing authority was 
established as reserves or backing for the guaranties to be used for payment of 
claims. At the end of fiscal year 1958, $94,235,699 has been obligated for all 
guarantees issued to that date. Of this total, $71,148,505 represented alloca- 
tions equal to the outstanding face value of the guaranties issued prior to 
June 30, 1956, and $23,087,194 represented allocations of funds on a fractional 
reserve basis for guaranties issued subsequent to June 30, 1956. 

The only costs of the program to the American taxpayer have been those for 
saiaries and operating expenses. These costs are running below 15 percent of 
current fee income to the U.S. Treasury. Last year’s increased business was 
accomplished with the addition of one secretarial position to a staff consisting 
of nine employees. The program continues to operate at a profit to the 
Government. . 

Clearly this transfusion of new capital, technology and American management, 
encouraged and facilitated by the investment guaranty program acting as a 
catalyst, has helped these underdeveloped countries toward achieving their 
economic development as well as political stability. 
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Pending applications for investment guaranties—By area and country, as of 
Dec. $1, 1958 


{In dollars] 





Country 


Near East 


Far East 


Southeast 
Asia 


Africa 





ee 





























Oe ee en ee RRR EE HH eRe ee ee meee eee eee 


PEEIEE GIO: 66 cnvctndecwenensececsosetneretacenncunensansnasesendeccescopipaononm 
RE icitta Sop auwangenroesensacadninen ncosepenquesdnutasengpusoaniewepaessesqueren 


Country agreements for investment guaranties—By area and type, Dec. 81, 1958 
[C—convertibility; E—expropriation; W—war risk] 


Europe: 
Austria—C, E, W 
Belgium—C, E 
Denmark-—C, E 
France—C, E 
Germany—C, E 
Ireland—C, E 
Italy—C, E, W 


Luxembourg—C, E 


Netherlands—C, E 


Norway—C, E 
Portugal—C, E 
Spain—C, E 


nited Kingdom—C 


Yugoslavia—C, E 
Near East: 
Greece—C, E 
Iran—C, E 
Israel—C, E, W 
Jordan—C, E, W 
Turkey—C, E 
Africa: Ghana—C, E 


, 





Southeast Asia: 


Afghanistan—C, E, W 
India—C 
Pakistan—C, E 


Far East: 


China (Taiwan)—C, FE, W 
Japan—C, E 
Philippines—C, E 

Thailand—C, E, W 
Vietnam—C, E, W 


Latin America: 


Bolivia—C, E 
Colombia—C 
Costa Rica—C, E 
Cuba—C, E 
Ecuador—C, E 
Guatemala—C, E 
Haiti—C, E 
Honduras—C, E 


Paragu 
Peru— 


ila E 
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Mr. Furron. You realize we have had no losses on the program and 
that the U.S. businessmen, by their own payment of premiums, have 
made the fund a profitable operation for the United States, and it 
looks as if the fund is succeeding. 

Why shouldn’t there be a guarantee by the U.S. Government on 
proper premiums paid by businessmen when they are investing 
abroad, to protect them against lack of convertibility of the currency 
to get their investments out, and against local unrest—civil unrest 
pak rth = against revolution, against expropriation by governments 
that take over the business of U.S. business properties without 
compensation ? 

Why should not the chamber of commerce take an affirmative stand 
for such a business-guarantee program and recommend it? 

Mr. Cuusertson. Well, I can say this in ae of the chamber’s 
action, that in the publication called “Spotlight on Foreign Aid,” 
which was published this year, there is on pages 20 and 21 a full review 
and statement concerning the investment guaranty program. 

Mr. Furron. Yes, but I am sorry that the chamber has not seen 
fit to endorse this program because it is of such assistance to the 
expansion of U.S. business abroad and has been one of the most 
successful programs. 

I am sorry, but I believe they are listening to some people in the 
other body of Congress who feel that they were not in on the birth 
of this program. This has caused a consistent effect of dragging of 
mene ap some people in the other body as well as in the basifless 
world. 

May I finish with this: Where many U.S. businesses are being 
required by local country law to invest in foreign countries only 
in conjunction with local capital, such as a 50-50 arrangement, don’t 
you think that the U.S. foreign aid program on its investment guar- 
antee program, should be eciiieend to include that particular sort 
of a setup where we bring in the local people as investors? 

Mr. Cursertson. Personally, I think so very much. 

Mr, Fuutron. Would you please put in the record at a later date 
what the chamber might recommend, or any one of its boards, on 
this problem ? 

In addition, there is the other question of where the oe country 
later gets into trouble that the United States is helping. Often where 
the business interests of the United States have large investments, then 
there is the feeling because of the new threat of danger that they 
have to get out and get what they can, thus pulling the economic 
props out from under the country and putting it into more trouble 
with communism when private investors get out. 

Don’t you think it would be well to have an amendment to provide 
for that particular kind of a country where danger Jater arises and 
where it was declared by the President or some U.S. agency—possibly 
the Department of State—to be an emergency situation where it is 
likely that U.S. business interests would be endangered by their con- 
tinuing? It could then be determined that it is in the United States 
and the free world’s interests and security to keep these capital funds 
there, that we then could have an investment guaranty program with 
the premiums set according to the type of risks. The U.S. businessman 
by paying a premium could be insured and would then be persuaded 
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to stay voluntarily. Would you not agree with that kind of an 
amendment ? 

Mr. Cupertson. It sounds very sound. : 

Mr. Futton. I have those two amendments and I would like to hear 
from the U.S. Chamber of Commerce on them. 

Chairman Morean. Thank you, Mr. Culbertson. 

We have one more witness, Mr. Eberly. 

Chairman Morean. Our next witness is Mr. John H. Eberly, di- 
rector of the Brethren Service Center. 

You havea statement and you may proceed. 

Mr. Eperty. Thank you. 


STATEMENT OF JOHN H. EBERLY, DIRECTOR, BRETHREN SERVICE 
CENTER 


Mr, Exserty. I am John H. Eberly, director of the Brethren Serv- 
ice Center, at New Windsor, Md., and I am making the statement at 
the request of Mr. Harold Rowe, director of the Brethren Service 
Commission of the Church of the Brethren. 

I appreciate this opportunity to express to the House Foreign A ffairs 
Committee what I believe underlies the clearcut policy of the Brethren 
Service Commission and the General Brotherhood Board of the Church 
of the Brethren in its program of relief and rehabilitation to the needy 
people of the world. 

We believe in aid to the needy and we practice it as an essential part 
of our faith and doctrine. We have had and still do, a great satisfying 
experience that help given in Christian love is among the most power- 
ful social determinants operating in the world today for good. We 
believe the resources of the world in both materials and in technical 
know-how are adequate to prevent and to alleviate all the basic physical 
needs of our society. 

It is unnecessary to have hunger, because experts tell us we cannot 
only produce enough food from our present resources and techniques, 
but feed up to 10 times the present population if we perfect, the meth- 
ods of farming ocean water. There need be no scarcity of fabric for 
clothing, because we now have the synthetics and we don’t depend 
on the natural supply of cotton, wool, and silk. And what has God 

iven us more of than rock, out of which the best housing has always 
Freon constructed. 

When food, clothing, and housing is once solved in our world as we 
well now could do it, we will be far on the road to a satisfied and 
enlightened social order. You can’t expect peace and order in a world 
like ours. History will record to our shame that we possessed the skills 
and the ability to solve the basic human problems of our age, but that 
we failed. 

And we are failing because our resources and skills are predomi- 
nantly being marshaled for military purposes and the little bit goin 
to accomplish the great and exciting possibility of a well fed, clothed, 
and housed world is too little and too slow either to accomplish this 
or to prevent the collapse or explosion of our present civilization if 
our present efforts at world peace fail. , 

e therefore prsrent two positions of the Brethren: (1) That we 
are opposed to the military aspect of the mutual assistance program, 
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and we urge a drastic reduction as rapidly as possible in the military 
aid being given other nations by our Government, and (2) that we 
are stron a in favor of increased economic and technical assistance 
to be made available to underdeveloped countries without political 
strings attached, 

We are opposed to the military aspect of the mutual assistance pro- 
gram because it helps maintain the military fever in the world; it 
creates and continues a state of hostility. Because. of it, our country 
jeopardizes will even with the countries to whom aid is. given. 
They know the dangers of a threatening war. They know that their 
acceptance of military aid involves them in the hostilities and war 
threats resulting from emphasized military preparations. 

Any effort or hope other and smaller nations have to pursue, a 
neutral position becomes almost impossible as long as two great nations 
continue to divide the world into two complete military fortresses. 
This situation does not make friends for the United States—it builds 
up apprehentine. These nations are quite certain that the war for 
which they are being prepared to help fight is not theirs. Neutrality 
has not only become impossible, but carries a stigmatized label. 

We do not accept the so-called wisdom of attempting to arrive at 
world peace and order by mili means. It may appear to succeed 
for atime. If it were true that this is the way to peace and prosperity 
and well-being of the race, it would leave little to be:said for the 
humanitarian and peaceful ways to build up society. If the ideal and 
permanent order of our social and political structure is best under a 
military dictatorship, can we ever hope to raise humanity from 
chronic need, restlessness, and fear? 

We know that governments carry the gun. Governments don’t feel 
safe to lay down. the guns until something adequate appears as a sub- 
stitute to insure national security. It is our conviction that there is a 
substitute, an alternative. We see the opportunity now on this. occa- 
sion to review the possibility of an alternative to military assistance. 

We would like to see economic and technical assistance increased to 
needy countries willing to be melpen We believe it is possible to dis- 
continue “waiving the gun” and begin to wave some other tool that 
carries an entirely different connotation, Was not John D. Rocke- 
feller told by the director of his first public relations program that the 
name of Rockefeller has to be changed? Since the organization of the 
program. of assistance set up in the Rockefeller Foundation, the name 
has changed from what it was during the days when it represented 
hard business. 

It is unnecessary to remind you of the many inspiring and dramatic 
stories of what a few well-oriented and properly motivated persons 
can do in such simple assistance programs as introducing steel 
hoe or cast-iron plow in countries where only the wooden-stick, plow 
is used; simple threshing machines; wells with pumps; better red 
livestock; new and improved. seeds; scholarships fr vanced study ; 
laboratories and better equipped schools. . 

There are a number of Ernehe ncies who are ready to do this sort 
of work. The Brethren Service Commission among other denomina- 
tional and interdenominational agencies, and I should add. those that 
are nonsectarian entirely, has been active in carrying on material aid 
in clothing, food, seeds, tools, and medicines to needy countries. There 
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are exchange programs, of which our present Polish exchange of 
agriculturalists is an example. We tould hope our own organization 
and many other are doing a trustworthy job that would merit in- 
creased financial support Frees our Government. 

We don’t believe that the Government should turn all economic 
and technical assistance over to private agencies. There are three 
ways in which assistance programs could be financially supported : 
(1) Those projects initiated, supported, and administered directly 
through Government agencies; (2) projects approved and under- 
written by the Government but farmed out to private agencies; and 
(3) those projects in which Government matches the financial con- 
tribution of private agencies in programs already in operation. And 
may I say that the paper abruptly ends here for a number of reasons, 
that I personally did not feel in a position to want to go into detail 
on how things could best be done, and I wanted to present primarily 
our general faith and hope that assistance shall continue in every way 
them le but consistent with the tradition of the Brethren; we would 

ave to want it without the military. 

Chairman Morean. Thank you, Mr. Eberly. 

Mr. Eberly, the Brethren’s Bat rics Commission now has how many 
projects overseas? In what countries? 

Mr. Exerty. I couldn’t name them offhand, but we do have youn 

ple called volunteers working in quite a number of countries. 4 
ew through what is called the Voluntary Service Organization in 
the Far East. We have the Brethren in Europe, in perhaps three 
or four countries. We have now three, and a fourth going to Poland. 
We have a few in Africa. Nota great number. Perhaps at no time 
in foreign countries more than 30 or 40. 

Chairman Morcan. They are solely supported by your or- 
ganization ? 

Mr. Exerty. Yes, yes, that is right. 

Chairman Morean. I see where you recommend that in the case 
of some of these projects, the Government should match financial 
contributions of private agencies and programs already in operation. 
You would expand that to all church organizations ! 

Mr. Exerty. Yes, and certainly to all private organizations. 

Chairman Morcan. Such as the Ford Foundation and so forth 
that now have projects ? 

Mr. Evert. I don’t know about those. They seem to have money 
and we don’t. : 

As an example, if I could, I would be glad to give you an exhibit 
of what I referred to of the Polish program, and if I might pass 
them to other members of the group. 

Chairman Morean. Surely. I know Mr. Bentley would be in- 
terested. 

Mr. Exerty. Here is a group of Polish agriculturists we are now 
programing. We are termed an unsponsored program and we need 
to support these people by a bit of subsistence wage that their project 
is willing to give them, and the agricultural colleges. 

It may mean only 75 cents to $1 an hour and I must confess for 
persons, two’ 6f' whom ‘have a doctor’s degree and most of the others 
a master’s degree, that we ought not probably to be undertaking this 
program because it is almost beyond us financially. 
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nee Morean. This is a sort of student, exchange program, 
then ¢ 

Mr. Experruy. Well, they are trainees. They are working. They 
are working in this country. Three are interested in potatoes, two 
in beekeeping, two are seed and crop improvement people, and so on. 

Chairman Morcan. How long do they stay in this country ? 

Mr. Experty. They stay 1 year. Now, on a program like this, we 
would be fortunate to have financial assistance. We went to the 
private foundations. We went to Rockefeller, but as you know, they 
administer their programs. They do not give money for this sort 
of thing to another organization. 

Chairman Morean. Thank you, Mr. Eberly. 

Mr. Fulton. 

Mr. Fuuron. I want to congratulate you as well as the Church of 
the Brethren and the Brethren’s Service Commission for your good 
work. Many of us on the committee have already heard of what 
you have been doing and think you are doing a surprising amount 
with your limited assets. 

I have been a member of a special congressional committee in 1948, 
a subcommittee of the House Foreign Affairs Committee. We looked 
at most of the programs of the organized charities of the United 
States abroad and found that they were excellently handled. So I 
believe the churches are doing a good job and should be encouraged. 

Mr. Exerty. Thank you. 

Mr. Futton. It is a rather surprising coincidence that this morn- 
ing I should have recommended a matching program in funds, par- 
ticularly on refugees. I have recommended that if the United States 
Government put up $1 that probably some of the church or refugee 
services or foundations or private individuals or charitable organiza- 
tions would likewise match these programs. This matching type of 

rogram has been in existence at least once under the Marshall plan. 
i had worked on the matching program set up informally for the 
Island of Crete in the construction of the Venizelos Sanitarium. It 
was done through the United States Cretan Society, ia conjunction 
with the U.S. foreign aid officials which raised a certain amount of 
money and provided the dollar requirements while the Greek Gov- 
ernment and the local authorities provided part of the financing that 
could be done by local funds. Possibly if you looked into that kind 
of a program you might find something that would be of benefit to 
you. It did work out very successfully and has resulted in a great 
reduction of tuberculosis in the Island of Crete. 

These programs of the churches, and that we are working on at this 
table have a high level. They are subject to much criticism when 
they are being carried out. But the end results of the program, many 
of us have ample opportunity to see. So I wanted to say to you pub- 
licly and to your good icone and the Brethren Service Commission 
that the results are becoming apparent and it is getting to be a ve 
much better world. I am one of the cptiinists who hope that wit. 
your service, and many of us of like mind, that it will turn out 
to be the world that it ought to be. 

Mr. Eserty. Thank you. 

Chairman Morgan. Mr. Murphy. 
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Mr. Murpuy. No questions. 

Chairman Morean. Mr. Bentley. 

Mr. Bentiey. No questions. 

Chairman Morean. Thank you, Mr. Eberly. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 4:50 p.m., the committee adjourned to reconvene 
at 10:30 a.m., Tuesday, April 14, 1959.) 





MUTUAL SECURITY ACT, 1959 








ft 


SS SS OFS Ea rH SD ee 


QDesrs 


7) 











MUTUAL SECURITY ACT OF 1959 


TUESDAY, APRIL 14, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreren AFFatirs, 
Washington, D.C. 

The committee met at 10:35 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 

Chairman Morcan. The committee will come to order. This is 
a continuation of the hearings on the mutual security legislation 
authorizing funds for the fiscal year 1960. We meet in executive 
session. 

Our witnesses are the Honorable William M. Rountree, Assistant 
Secretary of State for Near Eastern and South Asian Affairs; Leland 
Barrows, regional director for Near East and south Asia operations, 
ICA, and Rear Adm. E. B. Grantham, Jr., U.S. Navy, regional 
director for Near East, south Asia, and Africa, Office of the Assistant 
Secretary of Defense for International Security Affairs. 

Mr. Rountree has a statement he wishes to give in open session. 
Admiral Grantham and Mr. Barrows each have an unclassified state- 
ment and a classified statement. Mr. Rountree will proceed with his 
open statement first. 

You may proceed, sir. 


STATEMENT OF HON. WILLIAM M. ROUNTREE, ASSISTANT SECRE- 
TARY OF STATE FOR NEAR EASTERN AND SOUTH ASIAN 
AFFAIRS 


Mr. Rountree. Mr. Chairman and members of the committee, it 
is a pleasure to appear again before you with my colleagues from 
the International aaeenian Administration and the Department 
of Defense in support of the pro fiscal year 1960 mutual security 
program proposals for the Near East and south Asia. 

I should like to commend to your careful review the presentation 
book for this area. Much long and careful effort has gone into its 
preparation. It sets forth the accomplishments 6f the mutual security 
program in the Near East and south Asia during past years and makes 
clear why we must carry forward these activities.. I hope the com- 
mittee is findi e presentation book as informative Nl gece 
as I believe it Poy 

Mr. Chairman, I would like to make some relatively brief general 
remarks supplementing the material set. forth in the book before you. 
My colleagues will comment on specific and detailed aspects'of the 
several activities under the mutual security program for which their 
agencies are responsible. 
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This committee is familiar with the fundamental facts relating to 
the political, economic, and military problems of the area. Let me 
merely reiterate that our basic foreign policy objectives remain un- 
changed. In simplest terms, we seek stability within which freedom, 
peace, and progress, based upon respect for the dignity and worth of 
the individual, may be sought and found. 

As you are aware, this part of the world is beset with internal 
problems and tensions between nations and peoples. Underlying these 
tensions is the revolution of rising expectations on the part of the 
peoples to which Mr. Dillon and others have referred. These fac- 
tors make difficult the achievement of conditions of stability. The 
situation is further exacerbated and capitalized upon by the pressures 
of the Sino-Soviet bloc and the machinations of international 
communism. 

Last year, when I appeared before this committee in support of 
the fiscal year 1959 mutual security program, I called attention par- 
ticularly to the fact that— 

* * * the Near East and south Asia, in spite of its ancient history, is flexible 
and changing with new problems arising daily and old ones suddenly becoming 
critical. 

The events of the past year have demonstrated not only the ne- 
cessity of the mutual security program as an instrumentality of ef- 
fective U.S. foreign policy in the area, but in many respects the 
difficulty in setting forth in specific terms the needs we must meet. 
With few exceptions, the specific needs which we presented to you 
required fulfillment. 

In addition, as you will note from the presentation book, develop- 
ing situations and changed conditions necessitated adjustments in 
some of these anticipated programs and utilization of contingency 
funds for requirements not specifically foreseen. 


EVENTS OF THE PAST YEAR 


T should like to review briefly some of the events in the Near East 
and south Asia during the past year which are of particular signifi- 
cance to our foreign policy objectives and to the utilization of the 
mutual security program. 

Early last spring, internal tensions and pressures in Lebanon exacer- 
bated by external pressures developed to such an extent that the con- 
tinued independence and integrity of that country was threatened. 
The United States responded to the urgent request of the duly con- 
stituted Government of Lebanon for assistance. U.S. forces were 
dispatched to Lebanon. At the same time the United Kingdom re- 
sponded to a similar request from the Hashemite Kingdom of Jor- 
dan. The United States utilized the facilities available under the 
mutual security program to provide further assistance to both coun- 
tries. These moves contributed to the fact that peace and stability 
were maintained. Also important, however, was the demonstration 
that the United States acts upon its obligations of friendship and 
aaa 

n July a new government came into power in Iraq through a 
revolutionary military coup d’etat. The United States has sought 
to maintain friendly relations with this government, as it has with 
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all Near Eastern states. There are certain problems, however, with 
respect to U.S, Government and private interest relations with Iraq, 
as well as questions relating to previous American assistance 
programs. 

ollowing the termination of the Iraqi-Jordan federation after the 
change of regime in Iraq, the succeeding months have seen a restora- 
tion of general calm in Jordan whose King is visiting the United 
States at the present time. 

The United States continues to support and to contribute to the 
maintenance of the independence of this strategic state. Instabilit, 
in Jordan could conceivably result in regional turmoil from whic 
only communism would benefit. 


THE BAGHDAD PACT 


In the north and east there were significant developments in those 
nations associated together in the Baghdad Pact. As you will recall, 
the pact council ministers, meeting in London on July 28 shortly 
after the coup d’etat in Iraq, joined together in a declaration reaffirm- 
ing their determination to cooperate in their security and defense. 

The United States, in joining in the declaration, similarly reaf- 
firmed its support for this principle and expressed its willingness to 
enter into agreements to give further effect to our cooperation. 

On March 5, 1959, the United States entered into bilateral execu- 
tive agreements with Turkey, Iran, and Pakistan at their request. 

These agreements were based upon the Middle East resolution and 
the Mutual Security Act. They have had the effect of strengthening 
the determination of the Middle East members of the pact to cooper- 
ate in building internal economic strength and defense against the 
threat of external aggression. The agreements have contributed to 
making the pact an even stronger instrumentality of collective se- 
curity. The signing of the agreements was preceded by extreme pres- 
sure on the three countries, and particularly Iran, by the Soviets. 
These nations have again demonstrated that they have the courage 
of their convictions and faith in the free world. 

Iraq has, since the change in regime last summer, been a nonpar- 
ticipant in the Baghdad Pact and on March 24 officially notified the 
other member governments that Iraq was as of that date withdraw- 
ing from the Pact. This move was not unexpected, nor has it weak- 
ened the determination of the other members of the pact to continue 
their cooperation in the association, 

We and other nations are firmly committed to the principle of col- 
lective security but this is not a principle which is forced upon any 
nation; rather, to be effective it must be founded upon acceptance of 
the principle of wholehearted cooperation. 

e Middle East members of the pact require help in continuing to 
build defensive and economic strength—strength which is important 
to the free world. 

It. should be remembered as well that Turkey is also associated 
with us in NATO and Pakistan in SEATO. key faces severe 
economic problems as that nation strives to develop and strengthen 
its economy while iy py: the heavy military burdens which is so 
important to free world security. The better to gain these ends, she 
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is now engaged in a far-reaching economic stabilization program. 
This has been made possible by the joint efforts of Turkey’s inter- 
national friends, including a variety of types of assistance from the 
United States, consultation and advice of the International Monetary 
Fund and the help of Turkey’s partners in the organizations for 
European economic cooperation. 

The mutual security program is the principal means by which the 
United States is aiding Turkey in this common effort as well as in 
the continuing tasks of maintaining armed forces and achieving eco- 
nomic development. 

Iran, too, in spite of its oil revenues, is struggling in it efforts 
toward an effective pace of economic development while maintainin 
forces essential to its defense and security. It is still the victim o 
massive Soviet propaganda. American interest in the security and 
well-being of Iran is well known. The mutual security program 
provides an essential means of our aiding this friendly and important 
country, occupying such a key position in the free world. 

In October, Pakistan experienced a peaceful military coup d’etat. 
The new regime is dedicated to improving the nation’s economic 
health as well as its defensive capability. ile committed to the 
earliest practicable reestablishment of constitutional and repre- 
sentative government, the new regime has embarked on measures 
intended to stabilize and develop the nation. In this task it is 
faced with difficult and perplexing economic problems which we 
must assist in meeting. 


SOUTH ASIA 


Let me turn briefly to happenings in other nations in south Asia 
during the year. India particularly has been troubled by an economic 
crisis, largely the result, paradoxically, of her efforts to develop. 
Tremendous activity, both in the private and public sectors, in seek- 
ing to achieve the goals of the second 5-year plan, has strained the 
nation’s internal and external resources. The importance to the 
free world of India’s success in its development program is too evident 
to warrant detailing. Twice during the year—in October and just 
last month—some of the more fortunate free world countries met 
under the auspices of the International Bank for Reconstruction and 
Development to marshal resources to assist India. These efforts 
have helped considerably, but major problems lie ahead. 

While Afghanistan did not face a major crisis during the year, its 
internal economic problems and its exposed geographic position re- 
mained. The United states continued to assist Afghanistan in laying 
solid foundations for economic growth, emphasizing transportation 
and communications facilities to link Afghanistan with the free 
world. The overall U.S. effort stressed the primary objective of 
help in preserving and strengthening Afghan independence while 
assisting the Afghan Government in raising the education and living 
standards of its people. 

T believe that you will be particularly interested in noting that the 
King of Nepal promulgated a constitution on February 12 which 
gave Nepal a constitutional monarchy under a parliamentary system 
of government. Nationwide elections for the new Parliament under 
universal, adult suffrage have just been peacefully concluded in’ spite 
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of extremely difficult administrative conditions created by the inac- 
cessibility of | parts of this mountain kingdom. The success 
of Nepal’s first elections is indeed heartening news for all freedom- 
loving countries. | ee... 

Ceylon has had and still has internal problems of major significance 
to the nation’s economic health. Its well-being continues to be very 
much in the free world’s interest. 

I should also note that, unfortunately, the basic problems as between 
some of the nations of south Asia which lead to continued tensions 
remain unresolved. But I should also note that there are hopeful 
signs that p is being made with the assistance of the IBRD 
looking toward resolution of the problems of Indus waters as between 
Pakistan and India. 

Although Tibet is not geographically a part of the Near Eastern 
and south Asian area, the peoples of the region, particularly in India 
and Ceylon, have reacted vigorously to the Red Chinese Communist 
brutal suppression of religion and, indeed, the very way of life of the 
Tibetan people. They have also noted that Peiping in its aggressive 
designs has callously disregarded its formal obligation to respect the 
autonomy of the area. 

Turning to the other side of the area, Greece remains a staunch free 
world ally and member of NATO in need of contimued assistance to 
maintain its hard won strength. During the year the nations con- 
cerned—Greece, Turkey, and the United Kingdom, and the repre- 
sentatives of the people of Cyprus—demonstrated statesmanship of a 
high order in arriving at a mutually acceptable solution to the problem 
of Cyprus. All men of good will are happy that peace has at last come 
to the long-troubled island, which will soon gain its independence. 


Oruer Near Eastern MAtrers 


I have already touched upon some of the events in the Arab world. 
On March 4, our Ambassador to the United Arab Republic presented 
his credentials to the Imam as Minister to the Yemen, and since March 
16 we have had a resident chargé of our mission in Taiz. Thus pro. 
has been made in improving the diplomatic representation of the 
United States to this nation at the mouth of the Red Sea. Prompt 
action by the United States in responding to an emergency request for 
wheat for the Yemen 2 months ago had a very salutary effect on our 
relations. 

The situation in Saudi Arabia has remained calm during this period. 
Progress has been made in the field of financial reform. U.S. economic 
projects agreed to in 1957 are going forward. 

In the Sudan the regime was overthrown during the year by a 
peaceful military coup d’etat. The Sudan, as a newly independent 
nation with major economic problems based largely upon its de- 
pendence upon one crop, cotton, for external earnings, is striving to 
establish conditions of stability and the foundations for economic de- 
velopment. Our programs are designed to help in this important 
objective. 

A new development in the area is the deterioration in relations be- 
tween the United Arab Republic and Iraq. The United Arab Republic 
is turning its attention actively to the very real problems of its under- 
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developed economy including the interrelationship of the Syrian and 
Egyptian economies. Progress was made during the year in the mo- 
= se 1 of relations between the United States and the United Arab 
epublic. 

important forward step was taken in the Arab community dur- 
ing the year in the establishment of an Arab development bank. It is 
still too early to evaluate the effectiveness of this step or the relation- 
ship of external resources to this institution. On the other hand, it 
is indicative of the determination of the peoples of the area to move 
forward with economic deveiop:nent. 

The basic problems which lead to instability in the area and provide 
opportunities for Soviet disruptive tactics remain unresolved. This is 
especially the case with respect to the continuing Arab-Israeli tensions. 
However, Israel itself made significant progress in carrying forward 
its dynamic internal development program. 

Thus, during the past year, there were many significant develop- 
ments in the area, some of them adverse to U.S. and free world interests 
but others representing real progress toward stability and the meeting 
of the aspirations of the peoples. 


THE SOVIET BLOC THREAT 


A significant development worthy of note is the fact that there is 
a growing recognition in the area of the real objectives of Soviet 
policy and of the relationship between the Soviet Union and local 

ommunists. 

The Sino-Soviet bloc continues to give priority attention and effort 
to the Near East and south Asia. Soviet aid, financed by low-interest, 
long-term loans is growing in amount and in its distribution among 
nations. Sino-Soviet. credits and barter deals are enabling Near 
Eastern and south Asian countries to trade their hard-to-move com- 
modities for Communist arms and their products. Sino-Soviet mili- 
tary and civilian technicians are readily available to nations which 
will accept them. And the internal disruptive activities of interna- 
tional communism continues apace. 


NEED FOR MUTUAL SECURITY PROGRAM FUNDS 


Some nations in the Near East and south Asia striving to better the 
lot of their people will probably continue to risk the acceptance of 
Communist aid and trade deals, no matter how hazardous we know 
this to be, but we must not leave this critical area to international 
communism by default. The United States has made great and ef- 
fective contributions to the progress of nations in the Near East and 
south Asia, and the mutual security program and programs before it 
have been among the principal instruments to this end. 

U.S. aid to these nations in the Near East and south Asia varies in 
form depending upon the needs to be met and the desires of the gov- 
ernments. The specified needs for military assistance, defense sup- 
oh special assistance, and technical assistance are set forth in 

k before you. 

Of equal importance, in the light of flexible area conditions, is the 
need for adequate contingency funds. I should also like to comment 
that the Development Loan Fund is also of major significance in this 
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area. The Fund already has performed well in making development 
capital available to some of these nations on a businesslike basis. It 
holds great promise and I hope that it will be adequately financed so 
that it can fulfill the task which rests upon it. 

Of special concern to us is UNRWA, which provides care to the 
Palestine refugees and which is scheduled to come to an end in June 
1960. As the committee knows, Mr. Chairman, the United States has 
sought and continues to seek appropriate United Nations action to 
create ways and means of meeting the continuing needs of these refu- 
gees, while seeking resolution of the basic problem of which they are 
the victims. 

The United Nations Emergency Force is also an area instrumentality 
of special significance. It continues to make a contribution toward 

eace and stability. Assistance from the United States beyond those 
unds obtained by assessments on all United Nations members is es- 
sential and is included in the request before you. 

Although not a legislative part of the mutual security program, 
Public Law 480, which makes vitally needed sigvieultiires commodi- 
ties available to nations in the Near East and south Asia, is of the 
greatest significance and help. Similarly the Export-Import Bank is 
a U.S. instrument of prime importance. International activities, 
also, to which the United States contributes substantial funds, are 
widely useful and effective—notably the International Bank for Re- 
construction and Development, the International Monetary Fund, 
United Nations technical assistance, and others. 

The tasks of the free world in keeping the prec and helping Near 
East and south Asian nations to help themselves toward better lives 
are great and complex. They will not be quickly nor easily achieved. 
These tasks, as we know, are being undertaken in a variety of ways, 
and the U.S. share in them has been and remains great and vital. 

The portion of the mutual security program proposals presently 
under consideration by this committee represents what we in the exec- 
utive branch believe to be the minimum which the United States needs 
to do in fiscal year 1960 if the peace and stability of the Near East 
and south Asia are to be protected and advanced. : 

Thank you, Mr. Chairman. 

Chairman Morean. Thank you, Mr. Secretary. 

Our next witness is Mr. Barrows, 


STATEMENT OF LELAND BARROWS, REGIONAL DIRECTOR FOR NEAR 
EAST AND SOUTH ASIA OPERATIONS, ICA 


Mr. Barrows. Mr. Chairman and members of the committee, as 
regional director in the International Cooperation Administration 
for the Near East and south Asia, I am here to discuss our requests 


for funds for the economic programs described in the presentation 
book before you. 


SUMMARY OF PROPOSALS 


The sums proposed for ICA-administered, economic assistance in 
fiscal year 1960 to the Near East and south Asia region total $397 
million in comparison with ages approved pro, of $369 
million for fiscal year 1959. e $397 million for Ficek Sane 1960 
represents increases over the preceding year of about 20 percent each 
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in defense support and technical cooperation assistance, and a de- 
crease of about 20 percent in special assistance. 

Economic assistance programs to be financed from these funds are 
proposed for 12 countries in the Near East and south Asia region in 
the fiscal year 1960. In seven countries the request for 1960 repre- 
sents an increase over the program authorized in 1959; in five coun- 
tries, a decrease.’ In three countries in which we have had economic 
assistance programs in the past, no new program is proposed for the 
fiscal year 1960, but we may be engaged in the completion of projects 
initiated in previous years. 

Of the $397 million for economic assistance to the region, $242 
million, or three-fifths of the total, is 9 ai for defense support 
programs in Greece, Turkey, Iran, and Pakistan, in order to provide 
these countries—all members of one or more of the free world de- 
fensive alliances—with sufficient. economic support to secure their 
needed contribution to the common defense. 

The sum of $79.6 million is proposed to cover special assistance 
programs in Nepal, Afghanistan, Jordan, and Sudan and to provide 
additional funding for regional programs. These special assistance 
programs vary somewhat in their immediate purpose, but all share 
the general objective of helping to prevent economic and political 
instability harmful to the US. interest. 

For technical cooperation, we are proposing assistance totalling 
$50.6 million. This would cover programs in all the eight countries 
already mentioned, plus Lebanon, Israel, India and Ceylon. In ad- 
dition, a number of important regional projects would be continued. 
The remaining $25 million is proposed. for the Palestine refugee 
program, administered by the United Nations Relief and Works 
Agency. 

he ICA program does not, of course, represent all the economic 
assistance to the region from United States sources. Under Public 
Law 480, agreements signed or expected to be signed in fiscal year 
1959 provide for the sale, for local currencies, of surplus agricultural 
commodities with a market value of over $475 million to the countries 
in this region; presente tions for fiscal 1960 are for a somewhat 
smaller but still very substantial amount. 

Title II, Public Law 480 assistance, under which U.S. agricultural 
surpluses are contributed to relieve drought, famine, or other natural 
disasters, is expected to amount to an additional $30 million in fiscal 
year 1959. By mid-March, 1959, the Development Loan Fund had 
committed a total of $395 million to aid the countries of this area. 
Against this, ye loan agreements total $329 million, all but $97 
million signed during fiscal year 1959. 

Export-Import Bank commitments during fiscal year 1959 have 
been $460 million. While the activities of these institutions are not 
programed in advance, it is clear that the lending agencies will 
continue to receive additional loan applications from countries in the 
Near East and south Asia during fiscal year 1960. 

The various assistance programs are mutually reinforcing. De- 
fense support, supplemented by the sale of agricultural surpluses for 
local currency ‘under Public Law 480, is generally designed to provide 
the recipient country with resources at least sufficient to prevent 
economic deterioration. 
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At a minimum this goal requires achievement of increases in. pro- 
duction commensurate with the increase in population. Building 
upon this base and benfiting from the techniques, skills and institu- 
tions developed under the technical cooperation programs, the De- 
velopment Loan Fund and similar institutions. may. then provide 
additional resources, on the basis of applications for loans to finance 
specific activities, to assist a more satisfactory rate of economic 
growth. 

IMPORTANCE AND PROBLEMS OF THE REGION 


There can be no question of the importance of the Near East-south 
Asia region to the rest of the world. In human terms, the region 
has a population of some 600 million, almost a quarter of the world’s 
total population and nearly a third of the population of the free 
world. In economic terms, the region is important for its oil pro- 
duction; its known oil reserves, which constitute some 71 percent of 
the free world’s total; and its position controlling important world 
trade routes. 

Moreover, with its vast human resources, particularly in the south 
Asian subcontinent, the present position of the region both as pro- 
ducer and as a market will in the future be multiplied manyfold. 

In geopolitical terms, the importance of the area is most strikingly 
demonstrated; it is the principal target of the Communist economic 
offensive. 

From 1954 to the end of 1958, the Sino-Soviet bloc has made avail- 
able to the countries of the region the equivalent of $1.7 billion in 
aid, more than $1 billion of it as economic aid.. This constitutes 
two-thirds of all Sino-Soviét economic aid. Bloc aid to this area 
increased rapidly during the past year. During 1958, Sino-Soviet 
economic aid to these countries totalled $460 million, over two and 
one-half times the average amount for the preceding 3 years. 

The Near East and south Asia region, although encompassing con- 
siderable diversity, has a number of problems common to most of 
the countries of the area and to many other of the economically less- 
developed countries as well. The revolutionary, improvements in 
transportation and communication, the demise of colonialism, and the 
forces of world politics have brought many countries in this area into 
the 20th century world unequipped with the social, economic and 
political structures and institutions that are needed to meet their cur- 
rent problems, 

National independence is a recent achievement, the majority of 
these peoples having won it since World War II.. The governments 
have @ relatively short range of experience and few reserves of tech- 
nical skills to draw on. 

Many had, inherited administrative structures devised primarily, 
if not exclusively, merely to preserve a surface order. The economic 
and. social institutions are often little better adapted than is the 
structure of government to the present size of the country or needs 
of the times, : 

The central economic problem of many of these countries is de- 
scribed in a single whe ava, This. extreme of poverty—by 
modern standards—is no more new.than is the inadequacy of public 
administration. But just as the problem. of improving governments 
has taker’ on new importance with the newly won indoren denies of 
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these countries, so the problem of improving standards of living has 
become critically important in the light of what has been aptly 
termed “the revolution of rising expectations.” 

Average per capita consumption that in some countries is probably 
no more than a twentieth to a fortieth of that in the United States— 
exact comparisons are not possible, but the enormous magnitude of the 
differential is clear—is 9 Watiged accepted with fatalism. 

The plain fact that an average life expectancy of some 30 years is 
not inevitable is increasingly recognized by the masses of the people. 
Their countries are now independent. Other countries have advanced. 
The mass of the people expect perceptible improvements in their own 
standard of living. But the availability of the skills, institutions and 
material resources, which are essential to rapid increases in produc- 
a income and consumption, is generally grossly inadequate for the 
task. 

In common with others, these countries face the threat to their 
independence of international communism. The burden of providing 
for their own defense, particularly among those countries that have 
jointed the free world defensive | aca takes a heavy share of their 
already severely limited resources. 

The U.S. programs that have been operating for periods ranging 
from 2 to 12 years in this region have not, of course, solved these 
centuries-old problems. Their solution lies largely with the countries 
themselves. Yet, working together with these countries, our programs 
have registered specific accomplishments that clearly contribute to 
solution of these long-term problems. For the most part, our limited 
immediate objectives have been achieved; supporting strengthened 
mutual security measures; helping to prevent economic and, hence, 
political instability; and prow, ing at least a minimum base for fur- 
ther economic and political development. 


PROGRAM ACCOMPLISHMENTS AND PROGRAM PROPOSALS 


The objectives of our current programs are generally similar to 
those of the recent past, and a brief review of peat achievements, 
along with the cutiat dorationk of proposed programs, will make it pos- 
sible to show more clearly what we expect to accomplish with the 
new funds. 

The first objective of our defense support and special assistance 
programs in the regions is to prevent economic deterioration in the 
countries aided in order to permit support of agreed defense con- 
tributions and, by preventing economic deterioration, to eliminate one 
major cause of political instability and to provide a base for further 
economic development. 

Despite the apparently general character of this objective and the 
unspectacular day-to-day nature of a successful program to achieve 
it, forestalling economic and political deterioration is of critical im- 
portance. The girders gosaeecs, | a bridge attract no attention when 
they are doing their job successfully, but the occasional bridge failure 
makes headlines. 

During the past year, despite the maintenance of relative economic 
stability in the region, civil strife or force of arms accompanied the 
ao of governments in four countries: Sudan, Lebanon, Iraq and 

akistan. 








an 
as 


tic 








Se Fe CP 


“~ 


oe MMO aDaDowN F OWN 


Teo 


ne 
n- 
ne 
er 


he 
ve 
nN- 
en 


1ic 
he 
nd 





MUTUAL SECURITY ACT, 1959 621 


In three of these countries there have been substantial ICA eco- 
nomic assistance programs. Although the ultimate effect of these 
four shifts in governments on long-run prospects of development of 
a free society is not yet apparent, only in Iraq, where the government 
itself financed its capital requirements for developmen the dis- 
ruption continued and the shift in orientation been abrupt. Even 
though there are many forces determining major political changes, 
there is a high probability that ICA assistance played a key role in 
limiting the unfavorable repercussions of this unusual amount of 
turbulence in the region. 


DEFENSE SUPPORT PROGRAMS 


We propose to continue defense support to Greece, Turkey, Iran 
and Pakistan, the four countries in the region which now receive such 
assistance. These programs are achieving their main objective: sup- 
porting the economy to the point where, without economic deteriora- 
tion, the country is able and willing to meet the cost of the agreed 
required military effort. 

hrough helping, to finance essential imports, which the serious 
balance of payments problems in Greece, Turkey and Pakistan would 
otherwise have precluded, defense support has helped to meet the 
most urgent needs of these economies, enabling them to make their 
agreed contribution to the mutual security of the free world. The 
small defense support program for Iran in fiscal year 1959 was needed 
for purposes related to the operation of the technical assistance 
program, 

To achieve these same objectives in the coming year, along with a 
program in Iran more closely related than heretofore to the support 
of the growing Iranian military forces and to the economic impact 
of the military burden, defense support totaling $242 million is pro- 
posed for fiscal year 1960. This compares with present expectations 
for fisca] pier 1959 of total obligations of $203 million, including 
some use of contingency funds to make this possible. These pro 
programs are described in detail in the Near East and South Asia 
regional book before you. This volume also contains information on 
the background and considerations involved in determining the 
amounts and content of the programs proposed. 

In Turkey, defense support will continue, as has been the case this 
year, to finance imports essential to maintain economic activity and 
to strengthen the effectiveness of the stabilization effort to which 
Turkey committed itself last August. The financial stabilization pro- 
gram was undertaken after consultations with the United States, a 
number of international organizations, and the members of the Organ- 
ization for Euro Economic Cooperation, all of which are cooper- 
ating to provide Turkey with special help. 

The level of defense support aid in fiscal 1959 reflects the additional 
amounts required to meet defense support needs under the conditions 
existing following the devaluation. 

The ability to make the necessary funds available depended on the 
use of the con naney fund. If the Turkish Government is able, 
as it has been to date, to resist the numerous pressures that always 
develop against such a hold-the-line operation, this stabilization pro- 
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gram holds great promise of halting the serious inflationary spiral 
and thereby moe rare increasing the effectiveness of ‘Pur ey’s 
economic development efforts and Turkish ability in the longer run 
to maintain its defense contribution. 

In Greece and Pakistan as in Turkey the proposed programs will 
continue to finance imports essential to prevent economic deterioration 
and enable them to maintain agreed levels of defense capability. This 
objective has been achieved under the defense support program in 
the past. However, in the case of Pakistan, there is some doubt as 
to whether production in the past year even kept pace with the growth 
of population and, in recent years it has barely managed to keep up 
this minimum degree of increase in production. 

In both Pakistan and Greece, despite substantial U.S. assistance, 
import requirements have been fulfilled in fiscal year 1958 and again 
in fiscal year 1959 only by substantial drawings against limited for- 
eign exchange reserves, a process that cannot be indefinitely con- 
tinued. The proposed program levels for fiscal year 1960 are based 
on favorable assumptions of increased export earnings, which may 
prove to be too optimistic. If such earnings are achieved, and no 
unanticipated deterioration in other elements of the economic situa- 
tion occurs, the proposed level of defense support would permit at- 
tainment of defense support goals without the need for a further 
drain on limited foreign exchange reserves. 


SPECIAL ASSISTANCE PROGRAMS 


The special assistance objectives of preventing economic instability 
and supporting political independence and essential economic growth 
in areas of special interest to the United States are being effectively 
achieved in the current fiscal year. 

Proposed special assistance programs for the region for fiscal year 
1960 total $79.6 million as compared to $101.6 million for fiscal 1959. 

Jordan remains the largest special assistance program in the region 
for both fiscal year 1959 and or fiscal 1960, Not an has extremely 
limited natural resources, is now in the second year of a severe 
drought, and has never been able to meet the costs of its military 
budget from its own revenues. 

This country is dependent for its continued existence, as it has been 
since it first became an independent state, upon substantial external 
aid; peace and stability in the area would be seriously jeopardized 
should it lose its independent status. To meet the need for U.S. aid 
which developed during the period of surrounding disturbance it was 
necessary to increase planned funding during fiscal 1959. Despite 
the armed internal conflict in two of Jordan’s neighbors, Lebanon 
and Iraq, the merging of another neighbor, Syria, with Egypt to 
form the United Arab Republic, continued strained relations on the 
Israeli border, and the continuing unsettling effect of the existence of 
more than half a million Palestine refugees within the total popula- 
tion of only 114 million, Jordan has still remained an independent 
state. 

The newest program, in Sudan, which reached independence in 
1956, is still in its initial stages but is already making a contribution 
toward helping Sudan to meet the balance of payments crisis which 
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began after 1956. Serious deterioration in world markets for cotton 
Sudan’s major export, has forced major and continuing depletion of 
Sudan’s foreign exchange reserves, and has required some increase in 
aid this year above original expectations. 

Although some improvement in exports this year is expected, it is 
not likely to offset the declines of the past 2 years. Sudan's free 
reserves are nearly exhausted, and substantial assistance continues to 
be necessary if this new state is to be able to make the adjustments 
pe ea to overcome the handicaps of its serious lack of foreign 
exchange. 

Aid in diversifying the primarily one-crop economy will be a key 
element in the Sudan program. 

In addition to budget support for Jordan and balance of payments 
assistance for Sudan through financing commodity imports, special 
assistance is proposed for specific projects in pyre ike Sadan, epal 
and Afghanistan, together with one major regional project, con- 
tinuing activity initiated in prior years. 

Total proposed funding for these special assistance projects for 
fiscal year 1960 is $25.6 million. This is considerably less than has 
been utilized for investment projects in some past years. Except 
for countries which are not presently in a position to service loans 
on any significant scale, this type of activity is now largely performed 
by the Development Loan Fund. 

The ICA programs, of course, still make an essential contribution 
to capital investment by helping to meet those minimum consumption 
requirements that must be satisfied before extensive investment is 
possible, by freeing resources for investment use, by the generation of 
counterpart funds, and by technical assistance. 

The proposed programs for Nepal, Afghanistan and Jordan in- 
clude no major new projects, being essentially proposed to meet the 
requirements of previously initiated activity. The major Baghdad 
pact project, initiated in 1957, will link Ankara, Teheran and Karachi 
with reliable telecommunications service, in order to encourage inter- 
country commercial contacts and trade. The program for Sudan in- 
cludes major projects for agriculture, highways and _ technical 
education. 

In sum, the $79.6 million for special assistance for Near East and 
south Asia countries which is now proposed for fiscal year 1960 is, 
in our view, the minimum reasonable amount to then meet the needs 
of various programs undertaken in the U.S. interest. 


TECHNICAL COOPERATION PROGRAMS 


Technical cooperation, for which we propose $50.6 million for fiscal 
year 1960, includes types of effort that can make an important con- 
tribution to the success of Development Loan Fund programs and 
similar activities. A useful example is the program of assistance 
in technical educational institutions in India. The-traditional edu- 
cational institutions have not produced the kind of graduates needed 
in a developing economy, nor are present facilities adequate to provide 
the numbers required. 

To meet this situation India is expanding recently developed tech- 
nical educational institutions and creating additional new ones. The 
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shortage of qualified teachers for these institutions is one of the most 
serious obstacles to be overcome. 

ICA has assisted some 11 institutions to improve teaching methods 
and expand facilities and now intends to supply the contract services 
of three land grant colleges, Wisconsin, Illinois and Cornell, in a 
concentrated 3-year teacher training effort in five demonstration col- 
leges. Supplementing this, in fiscal year 1958, we launched a 4-year 

rogram to help India train 500 young teachers in the United States. 
he first 60 of these are now nearing the end of their year’s study. 

The United States is particularly well equipped to provide tech- 
nical guidance in agricultural extension, and programs are underway 
in many of the countries in the region. In Jordan and Iran, for 
example, extension programs geared to techniques applicable to 
the low ave rainfall in these countries have now reached the stage 
where the U.S. contribution can begin to taper off. The Greek project 
is more advanced. 

An extension staff has been established in the Ministry of Agricul- 
ture and at present approximately 500 county agricultural agents and 
150 home economists are located at field centers throughout Greece. 
This is now almost entirely a Greek program. The Greek organiza- 
tion is used by the United Nations technical assistance program as a 
demonstration show window for agricultural extension. Greek agri- 
cultural production in the past 2 years, which include both a good 
growing year and a poor one, has been more than 25 percent higher 
than it was in 1953 and 1954, the first 2 years of the project. 

The regional insect control project is an example that cuts across 
country lines. Since Biblical times, locust invasions have been a seri- 
ous hazard in this part of the world, and locusts are no respecters of 
national boundaries. The project started in 1952 with an initial 
objective of developing a coordinated locust control program, utilizing 
modern methods of aerial application of pesticides for Near East, 
south Asian and African countries. Through in-country training 
peaeens and through developing a regional interest, great strides 

ave been made toward dealing with this problem. Country contri- 
butions toward total costs have increased from a ratio of about twice 
the dollar contribution in the early days of the program to a ratio 
of more than six times today. 

India, Pakistan, Iran, Iraq, and Jordan have taken over virtually 
complete responsibility for their part of the locust control program. 
In 1958, Pakistan made its locust control team available to the Gov- 
ernments of Saudi Arabia and Yemen to combat a heavy locust infes- 
tation on the Arabian Peninsula. As regional cooperation has grown 
in the countries of the Middle East, the focus of emphasis of the 
U.S. program has shifted to North Africa, the breeding ground of 
many of the locust swarms. The problem of locusts in the region 
has not been eliminated, but despite unusually severe locust invasions, 
it has been possible through US. assistance and the efforts made by 
the countries of the region to keep the problems within reasonable 
bounds. There has been no serious economic loss from locusts in the 
Near East since 1954. 

This sampling of technical cooperation projects illustrates a basic 
general objective ; the projects have not only demonstrated and trans- 
ferred a new technique, but have created a permanent support for the 
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application of this technique within the fabric of the country’s own 
administration. They have helped to create institutions and attitudes 
within the country which provide reasonable assurance that the 
activity will be effectively continued after U.S. assistance has been 
ph out. This unspectacular achievement of changing institutions 
and attitudes within the country, which is not easily measurable, is 
in most cases the most important and enduring aspect of technical 
cooperation activity. 

Technical cooperation programs proposed for the Near East, south 
Asia region, for fiscal year 1960, total $50.6 million. This will carry 
out projects, such as those just discussed, in the 12 presently planned 
country programs; continue regional projects such as training at the 
American University of Beirut, which are serving more than one 
country; and provide for an expansion of the Baghdad Pact technical 
cooperation program recently initiated to encourage greater exchange 
of technical talent among the pact countries, and the use of United 
States and United Kingdom experts on projects involving two or more 
of these countries. The proposed technical cooperation funding for 
fiscal year 1960 is some 20 percent greater than that in the present 
year. The largest increase is for the new program in Sudan. Sub- 
stantial increases are also proposed for the India and Pakistan pro- 
grams. The basic reason for the increase in technical cooperation is 

ur belief that this program has been sufficiently successful to war- 
rant its expansion when that is practicable, and the indications of 
recent experience that both our increasing ability to recruit qualified 
technical personnel and the increasing ability of the host countries 
to utilize them effectively are sufficient to permit an effective program 
at this higher level. 

The $397 million proposed for programs in the Near East and south 
Asia is intended, in concert with other instruments of U.S. foreign aid 
and diplomacy, to protect and further U.S. interests in the area: the 
strengthening of mutual security, the prevention of economic insta- 
bility, and the furthering of growth toward economic prosperity and 
political maturity. Fortunately, these are not merely the interests of 
the United States. They are widely shared by the peoples and the 
governments of the region. The Near East and south Asia is an area 
faced with many problems. Yet the resolution of these problems 
would provide one of the greatest opportunities to relieve world ten- 
sions. If the hundreds of millions of people of this region can, with 
our continuing help and support, meet these challenges and grasp 
these opportunities, present security and future prospects will be 
advanced not only for this area, but for the whole free world. The 
role of ICA in the immediate steps of this great task is an indispensa- 
ble one. We have studied with — care the requirements for 
carrying out our part. We are firmly convinced that the requests we 
are making are the minimum with which this role can be effectively 
performed. 

That concludes my public statement, Mr. Chairman, 

[Security deletion. | 

Mr. Barrows. If I had time and your patience permitted, I would 
like to say something about each of the 12 countries, but I don’t think 
that is possible this morning unless, of course, in response to questions 
you want me to say things about some of the countries I don’t mention. 
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I would like to pick certain representative ones and begin with the 
group of four countries which are receiving defense support assistance 
and for which we proposed defense support next year. 

About three-fifths of the funds that we request for the Near East 
and south Asia region in 1960 is in the defense support category and 
it is intended for use in the countries of Greece, Turkey, Iran, and 
Pakistan. These countries are all associated with the United States 
and the other nations of the free world in one or more defense pacts 
and all require the assistance we propose in this category to support 
agreed military effort. 

Details of the defense support program vary somewhat from coun- 
try to country but certain characteristics—which I think it will be 
worth while to summarize here—are substantially the same in all four 
countries. 

In the first place, defense support assistance to these four countries 
in this region at the present time and as proposed for 1960 is in the 
form of nonproject aid. That is to say, in the form of money or pro- 
curement authorizations to provide imported commodities required 
to meet the needs of the economy arising from the economic demand 
created by the extraordinary military effort. 

The counterpart funds derived from the sale of defense support 
commodities, whether they are allocated directly to the military 
budget or not, are used in such a way as to enable the recipient country 
to carry the budgetary burden represented by the defense forces. 

While there is a direct relationship between the defense support 
program and the program of military assistance about which Admiral 
Grantham will speak in a moment, it is not, of course, a direct mathe- 
matical relationship. Some countries need and can make effective 
use of the weapons, the transport and the other military equipment 
and supplies prevanes by the military assistance program without 
finding that the budgetary burden which they must assume exceeds 
their financial capacities. i 

Others, including the four countries in this region which received 
defense support assistance, simply cannot carry the military role they 
would like to fulfill without aid which cannot be met by military 
assistance alone. : A 

In such cases, therefore, the same U.S. interests which we serve by 
equipping these countries with military essentials explain our request 
for defense support assistance. 

Now the one country of these four about which I would like to 
speak in detail is Greece. Aid to Greece began in 1947 with the 
announcement of the Truman doctrine. It was continued under the 
Marshall plan and the mutual security program. Initial aid was 
provided to finance economic reconstruction and recovery and to 
aid the Greek Government in its civil war against the Communist 
guerrilla forces. Later, substantial aid was provided for economic 
development and to equip the country for its military role in NATO. 
By every objective criterion these programs were effective. The 
guerrilla forces were defeated, the populations displaced by the civil 
war were resettled, and the country was reconstructed. 

Agricultural and industrial production have been encouraged and 
the economic results of these efforts can be measured by the fact 
that the Greek gross national product has increased by 73 percent in 
the past 9 years. 
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Monetary inflation, which was endemic in Greece before the Second 
World War and which reached crisis proportions following the 
war, was finally brought under control with American assistance in 
the stabilization program of 1952 and 1953. 

This permitted the liberalization of trade and the freeing of private 
business, thus contributing to the effective use of aid-financed 
investments. 

The index of agricultural production in Greece has risen about 
one-fourth in the past 5 years and the country is now in normal years 
self-sufficient in basic food grains, The index of industrial produc- 
tion has risen 60 percent in the same period. In fact, Greece, with 
American assistance, has reached and surpassed the goals set in the 
early aid program. 

Why, in the face of these accomplishments, are we asking for 
defense support aid to Greece in 1960? 

The rae military effort, based upon NATO goals and constituting 
a contribution which both Greece and the United States believe to be 
fully justified by Greece’s international position, exceeds Greek 
economic resources, 

In fact, Greek reserves of hard currency fell last year, despite 
United States aid, and the Government of Greece imposed taxes and 
other measures in an effort to restrain the demand for imports. 

[Security deletion. | 

During the 1959 fiscal year, Greece is receiving $20 million in 
defense support aid. [Security deletion. ] 

If the defense support we propose is not provided, the Greek 
Government will be obliged, in my judgment, to take one of two 
courses of action [security deletion], equally dangerous. Yet these 
are the courses of action which would be open to the Greek Govern- 
ment if, faced with the elimination of aid which helps to support the 
budget, it tries to absorb the cut in resources. [Security deletion. | 

I was the Director, U.S. Operations Mission, of the mission in 
Greece for more than 2 years, p ts the critical stabilization period 
of 1953 and 1954. 

[Security deletion. ] 

I sincerely believe that, in the circumstances existing today, the 
defense support assistance proposed for Greece is essential both to the 
maintenance of Greek military strength and to preservation of the 
economic gains of the past decade. 

Since we selected as an illustration of the programing process before 
this committee last Wednesday and discussed it at. some length—— 

Mr, Hays, Mr. Chairman, I doubt if there is anybody in this com- 
mittee who isn’t for aid to Greece and Turkey, but there are a lot of 
us who have questions about, for instance, why you continue to pour 
money into Saudi Arabia. 

How about spending some time trying to justify that course? 

Mr. Barrows. As a matter of fact, a is no money in there for 
Saudi Arabia. 

Mr. Hays. You gave them [security deletion] a couple of weeks ago 
so there is money in there. There is money in the emergency fund and 
you neath there and get it. Is that because you don’t want. to put 
it in here 


Mr. Barrows. I am speaking of the economic side of the program. 
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Mr. Hays. That is my feeling about this. I am going or will go 
along with the Greece and Turkey thing and I think everybody else 
will Sut we are going to be limited on time. 

Chairman Morcan. Let him finish his statement, Mr. Hays. 

Mr. Hays. By the time he finishes and the admiral finishes, it will 
be 12 o’clock. 

Chairman Morean. I am as much interested in Turkey and Greece 
as you are in Saudi Arabia and I want to hear about it. 

Mr. Barrows. [Security deletion. | 

Turkey: [Security deletion.] I shall, of course, be glad to answer 
any further questions concerning the Turkey program that members 
of the committee may wish to ask. 

Pakistan: Pakistan, like Greece and Turkey, receives substantial 
amounts of defense support aid. Since Mr. James S. Killen, Director 
of the U.S. Operations Mission to Pakistan, will appear before this 
committee tomorrow, I shall limit my discussion of the Pakistan 
program to a few general comments. 

Broadly, the economic situation and the purposes for which defense 
support aid is used are similar in Pakistan to those in Greece and 
Turkey. In two important respects, however, the picture in Pakistan 
is different from that in the other two countries. 

(a) Pakistan maintains, for reasons of national policy, substantial 
military forces beyond those for which American aid is provided. 

(b) Changes in the terms of trade have ratabedl the value of 
Pakistan’s exports in relation to the cost of imports by more than 50 
percent since 1950. 

Because of these and other factors, Pakistan does not present the 
encouraging picture of achieved or prospective economic growth 
along with military effort which one sees in the other two countries. 
On the contrary, notwithstanding the availability of defense support 
assistance, substantial assistance in the form of agricultural surplus 
products supplied under Public Law 480 and substantial loans from 
the Development Loan Fund and other lending agencies, Pakistan 
has drawn down its foreign exchange reserves at an alarming rate 
in the past 2 years. The most that can be said is that the country 
has shown enough economic growth in the period during which 
American aid has been available to keep pace with the increase in 
population. 

In such circumstances, a situation which is now only barely toler- 
able would have been impossible without defense support aid. There 
is little doubt that defense support assistance has been essential to the 
maintenance of the Pakistan defense forces. Indeed, defense support 
plus other forms of economic assistance have maintained not only 
the Pakistan military position but also a measure of financial stability 
and the limited growth in investment which is necessary to preserve a 
constant per capita national income. Without such aid, it is difficult 
to see how Pakistan could have maintained its strong and uncom- 
promising position on the side of the free world. 

[Security deletion. ] 

Mr. Barrows. On our side, the American aid program, particularly 
in the field of technical assistance, is being reviewed, simplified, and 


‘ 

















MUTUAL SECURITY ACT, 1959 629 


concentrated, and all our efforts will be directed toward supporting 
the reform measures of the Pakistan Government. 

These developments give us reasonable grounds to hope that definite 
progress will be made in long-range economic improvement, but the 
problems of Pakistan are fundamentally so difficult and im certain 
respects, so much depends upon developments in the Indian sub- 
continent as a whole that it would be dangerous and perhaps mis- 
leading to promise too much. 

Moreover, given America’s own vital interests in south Asia, and 
the importance of Pakistan to those interests, I am inclined to feel 
that, if our aid did no more than maintain the present rate of eco- 
nomic activity and military and political strength, we would be led 
to conclude that its provision is necessary and justifiable. 

[Security deletion. | 

SPECIAL ASSISTANCE 


Mr. Barrows. Special assistance is economic aid designed to main- 
tain or promote political or economic stability in countries in which 
U.S. support is essential to continued independence or to identification 
with the free world and to support economic growth where, for poli- 
tical and economic reasons, the use of the Development Loan Fund 
would be inappropriate. 

The United States supplies such assistance in cases. where it is not 
possible to obtain U.S. objectives through alternative means. Six 
countries in the Near East and south Asia region—Jordan, the Sudan, 
Afghanistan, Nepal, Lebanon, and Israel, plus a major regional tele- 
communications project under the Baghdad Pact—are receiving 
special assistance aid totaling nearly $102 million in the fiscal year 
1959. The request before you proposes to continue special assistance 
aid to four of these countries and to the regional project in the fiscal 
year 1960. For this purpose, $76 million is requested. In addition 
$3.5 million is proposed for the U.S. contribution to the U.N. Emer- 
gency Force in the Middle East. 

Now I propose to talk in some detail about only one of these four 
countries in which such aid is proposed next year and that is Jordan. 

Jordan: Nearly [security deletion] of the special assistance re- 
quested for the Near East and south Asia region in fiscal year 1960 is 
for the program in a single country, Jordan. This is an example of 
a program designed to meet an overriding United States political 
interest : maintenance of stability in the area [security deletion]. 

Since the creation of the State of Trans-Jordan in 1921, the coun- 
try has depended upon foreign subsidy for its entire military budget 
and for a portion of its nonmilitary requirements. From the begin- 
ning, this subsidy was provided by the United Kingdom. - Jordan’s 
economic position was not strengthened by annexation of Palestine 
territory on the west bank of the Jordan in 1948. 

Jordan broke its ties with the United pe Ana in 1956. The 
Anges ordanise treaty was abrogated by Jordan in view of offers 
by Egypt, Syria, and Saudi Arabia to provide funds to replace the 
British subsidy. Within a few sat however, Kin ussein, 
faced by the threat of internal dissension and possible collapse, ap- 

inted a strongly pro-Western, anti-Communist cabinet. Egypt and 
Syria defaulted on their aid commitments; Saudi Arabia initially met 
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its commitment. The need for outside assistance to fill the gap be- 
came a pressing problem, and the United States agreed to provide 


help. 

In fiscal year 1959, the U.S. program in Jordan requires $43.2 
million in special assistance. In fiscal year 1960, the amount proposed 
is [security deletion]. Any threat to Jordan’s independence carries 
with it the danger of serious instability in the Middle East. 

The United States is, in effect, providing Jordan with the resources 
required to maintain stability. Jordan’s normal revenues are barely 
adequate to cover the normal civil budget. Jordan’s army requires 
over 61 percent of the country’s total budget and more revenue than 
it collects for all purposes; the United States [security deletion] aid 
is not assigned directly to the military budget. ‘Total budget support 
requirements are determined through joint discussion by representa- 
tives of the United States and Jordanian Governments of Jordan’s 
required expenditures and expected receipts. 

” fSecurity deletion. | 

Aid is proposed to continue a small number of development proj- 
ects, undertaken in fiscal year 1958, to capitalize on the country’s few 
natural resources. These include a diversion canal to make it pos- 
sible to use the waters of the Yarmuk River to irrigate arid land in 
northern Jordan, road construction, municipal and village public 
works, and water resource development. 

[Security deletion. ] 

These projects contribute to the achievement of U.S. objectives in 
the short run by alleviating unemployment and associated unrest and 
in the longer run by making possible a greater degree of self-support. 

Under the terms of title IT of Public Law 480, the United States 
has also been able to provide wheat and livestock feed to Jordan, to 
offset the crushing impact of a 2-year drought. These shipments of 
food and feed are relieving the distress caused by the loss of 
production. 

The Sudan: 

[Security deletion. ] 

In the Sudan, the objectives of the United States economic aid 
program are to help this new nation develop its economic potential 
and thus increase economic and political stability. In the long run, 
our instruments for this purpose will be: primarily technical cooper- 
ation, which in fiscal year 1960, the second full year of our operation 
in the Sudan, we propose to increase substantially ; and the continuing 
fo eo of loans from the Development Loan Fund and other 
ending institutions. 

Since the establishment of our program in the Sudan, however, the 
country has been confronted with an immediate and we hope short- 
term, economic crisis caused by the rapid deterioration of the market 
for the Sudan’s principal export commodity, cotton. 

The Sudan’s relative Prosperity in past years has depended, to an 
excessive degree, on world market sales of cotton, which has provided 


a major part of both foreign exchange earnings and Government 
revenues. Shortly after Sudanese independence in 1956, this favor- 
able outlook was reversed. 

Difficulties in the cotton market were aggravated for the Sudan by 
overpricing of the 1956-57 crop with resulting failure of sales. The 
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following year, the country experienced a substantial crop failure. 
The Sudan’s trade balance fell from $62 million on the credit side in 
1956 to deficits of $43 million and $53 million in the next two years. 
The Sudan is no longer in a position to meet its original plans for 
substantial new economic development, and these have been cut back 
despite external help. The problem, at least for the immediate future, 
is one of maintaining a reasonable minimum level of economic 
activity. 

U Ss. assistance was initiated in late fiscal year 1958, just as the 
full effect of the cotton slump was becoming apparent. By fiscal 
year 1959, the continued low returns from cotton sales had called for 
a sharp reconsideration of the kind and level of program required in 
the Sudan. 

The $19.5 million special assistance program now being carried out 
[security deletion], with $15 million of the assistance used to finance 
needed imports which the Sudan cannot afford at this time. The re- 
mainder of the special assistance is being used for projects initiating 
development which will help the Sudan to break through the restric- 
tive bounds of its present single-crop economy. 

For fiscal year 1960, we proposed [security deletion]. Project ac- 
tivity initiated in fiscal year 1958 and fiscal year 1959 will be con- 
tinued, with concentration on agricultural diversification, research 
and extension; education, particularly technical education; highway 
construction. These projects are essentially of a training and dem- 
onstration nature, although beyond the scope of technical cooperation. 

We anticipate that in the future the Sudan will have increasing 
ability to manage its development on a loan basis. Although eco- 
nomic development activity will not reach the scale which the Sudan 
had planned before its foreign exchange crisis began 2 years ago, the 
total Sudanese effort, including activities carried on with non-U.S. 
resources, such as a recent loan for railroad development from the 
International Bank for Reconstruction and Development, is expected 
to give reasonable assurance of meeting the requirements [security 
deletion} in the Sudan. 

Afghanistan: Afghanistan walks a careful path between the Soviet 
Union and the West. The Soviet bloc has made a major push in 
Afghanistan, with loans of $158 million for economic development 
sae together with transit rates which have kept the cost of 

reight movement to Afghanistan through Russia lower than the 
movement through Pakistan. Some of Russia’s most publicized proj- 
ects are in Afghanistan, of which the committee has heard in the past. 
| Security deletion. | 

US. activity in Afghanistan preceded the Russian effort. [Se- 
curity deletion.] We have tried, however, to insure that all our 
programs had genuine economic merit for Afghanistan’s future 
growth, with technical training to assure full use, and that the coun- 
try’s ability to carry on trade and other relationships with the West 
should be enhanced. [Security deletion.] The primary objective of 
the fiscal year 1960 program is to carry forward projects already 
begun and largely funded in previous years. 

Funds, including assistance from the Asian Economic Development 
Fund, have been obligated for major projects—development of the 
Helmand Valley, a major regional transit project linking Pakistan 
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and Afghanistan, improvement of Kabul University, and air trans- 
portation development. No new projects are proposed. Emphasis 
will be placed on carrying out the continuing activities. 

Nepal: In Nepal, bordering on Communist-held Tibet, the program 
has also been designed to secure and strengthen the relations of that 
country as a part of the free world, despite increasing Sino-Soviet 
pressures. The proposed fiscal year 1960 special assistance program 
is a continuation of engineering services connected with communi- 
cations projects; assistance in establishing an industrial development 
corporation, to develop a small but competent corps of Nepali admin- 
istrators and engineers capable of running profitable local business 
ventures. [Security deletion. ] 


TECHNICAL COOPERATION 


All the 12 countries receiving economic assistance in the form of 
programs administered by the International Cooperation Adminis- 
tration receive technical cooperation aid. In the 1959 fiscal year, in 
two of these countries, India and Ceylon—and actually in four pro- 
posed in 1960—technical cooperation is not supplemented by any 
other form of ICA-administered assistance under the mutual security 
program; that is, these countries receive neither special assistance 
nor defense support aid. 

In the fiscal year 1960, we propose for additional countries, Leb- 
anon and Israel, to follow a similar pattern for planned technical 
cooperation from ICA-administered mutual security aid. 

This course of action is recommended in the belief that, as in India 
and Ceylon, the needs of these countries for economic assistance to 
supplement technical cooperation can be met adequately from sources 
other than the special assistance programs administered by the Inter- 
national Cooperation Administration. These other sources include, 
of course, the Development Loan Fund and Public Law 480. 

Israel: The need for special assistance in Israel has been declining 
in recent years as the general economic situation of the country has 
improved and as increasing use has been made of other forms of 
American aid. The decision to request no special assistance for Israel 
in the fiscal year 1960 was based on the following considerations : 

(a) Israel receives substantial non-U.S. Government resources in 
the form of loans, gifts, and other payments. These sources of for- 
eign exchange, together with Israel’s own export earnings and loans 
from the Development Loan Fund and other agencies, meet. most of 
Israel’s requirements for imports to support economic development. 

(6) Israel has used special assistance available in the recent past 
to purchase surplus agricultural commodities in the United States, 
under the terms of section 402 of the Mutual Security Act, in addi- 
tion to those provided under Public Law 480. Our estimate of the 
requirements for the fiscal year 1960 indicates that commodities of this 
category likely to be available under Public Law 480, together with 
Israel’s normal food purchases in the United States and other friendly 
countries, will be sufficient to meet Israel’s needs for food imports. 

(ec) Israel’s success in using outside assistance effectively certainly 
justifies the aid which has been given. At the same time, it has put 
the country in the position where it can rely on long-range develop- 
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ment aid which can be provided through loans. Israel’s per capita 
gross national product stated in 1957 prices has risen in real terms 
from $704 in 1953 to $914 in 1959 and now although these compari- 
sons, as I said before, cannot be exact, it stands more than twice as 
high as that reported for any other country in the Near East and 
south Asia region, and over nine times the rough average for the 
region as a whole. 

srael must continue to develop economically in order to sustain 
without serious difficulty the loss of extraordinary foreign revenue 
which will occur when German reparations and restitution payments 
are completed, which is expected by 1963. Every effort in our pro- 
gram will be made to help Israel prepare for this adjustment. If the 
situation should deteriorate during fiscal year 1960, any needs that 
might arise would be considered, as they would for any country, in 
the context of available resources, including contingency funds. 

Mr. Fuuron. Mr, Chairman, could I at this point in the record, 
because it is concerning Israel, and I have prepared it in advance, 
submit my questions that I would like to have answered, with some 
of my comments? 

Chairman Morgan. The Chair will submit your questions. 

Mr. Barrows. I would like to conclude with some remarks about 
Lebanon. 

Special assistance in the amount of $12.5 million provided to Leba- 
non in 1959 was intended to meet special nonrecurrent needs for budg- 
etary support arising from the interruption of government revenues 
during the period of civil strife. The technical cooperation program, 
concentrating on agriculture and industry, will continue in ] year 
1960 at about the present level. 

Ceylon: Ceylon’s basic economic position and past performance has 
been strong in comparison with the situation in neighboring coun- 
tries. The past year, however, has seen some economic deterioration 
and loss of foreign earnings arising, apart from the floods of the 
previous winter, largely from social and political instability. More- 
over, in the past 2 years, Ceylon has been the target of a strong So- 
viet bloc economic offensive, with approximately S18 million in bloc 
credits and aid in 1957 and about $41 million in 1958. 

Ceylon’s trade is principally with the West; the ey and its 
leaders have strong cultural ties with the West, particularly the 
United Kingdom, and it is very much in U.S. interest to help main- 
tain a pro-Western orientation in this country. 

[Security deletion. ] 

Ceylon has purchased surplus agricultural commodities under 
Public Law 480, $6.3 million in 1958, and received $3.25 million in 
loans from the Development Loan Fund. Additional support in the 
form of surplus agricultural commodities will probably be needed 
in fiscal 1960, a a has additional applications on file with the 
Development Loan Fund. 

India: The importance of India as the target, and in many respects 
most influential, among the free world nations of Asia is well known. 
As the economic seeng, of Communist China grows and becomes 
more widely known, the feeling grows, particularly in Asia, that 
India must be helped to compete with Communist China in the eco- 
nomic sphere. No other nation in Asia is large enough nor has the 
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economic potential. Even though India may not in all respects be 
the best exponent of the economic ideas in which we believe, we must 
recognize the fact that, in the minds of Asians, it is Western ideas 
of economic freedom and democratic government which are tested in 
India in direct competition with the authoritarian methods of Com- 
munist China. 

India has engaged in a major national effort to foster economic 
development and to raise the tragically low standard of living of the 
population. In this effort, India has needed substantial help and has 
received aid not only from the United States, but from a number of 
other free world countries and also from the Soviet bloc. India has 
made significant gains, although progress has been slower than had 
originally been hoped for. 

Aside from India’s part in the worldwide malaria eradication pro- 
gram, aid to India tana the administration of the International Co- 
operation Administration in fiscal 1958 and 1959 has been limited to 
technical cooperation and is so limited in the program proposed for 
fiscal 1960. However, the technical cooperation program we are now 

roviding is the largest which ICA pisces hn in any country, is varied 
in its impact, and is helping to provide a sound technical foundation 
for economic growth in India. We have proposed to increase the 
technical cooperation program from $7.4 million in fiscal 1959 to 
$10.5 million in fiscal 1960. More than half the increase is in the field 
of industry. 

It is apparent that India has further requirements for substantial 
assistance. One particularly important form of assistance is an as- 
sured food supply, and we expect that India will continue to purchase 
surplus agricultural cogainetitios for local currency to supplement 
home production and normal marketings from friendly countries. 

Through fiscal year 1958, agricultural sales under Public Law 480 
totaled $419 million, and we anticipate that India’s further needs will 
be met in fiscal year 1959 and fiscal year 1960. India’s requirements 
for development capital will most certainly result in further appli- 
cations for loans from the Development Loan Fund, the Export-Im- 
port Bank, and the international lending agencies. But of major 
significance, for India as for Turkey, is the need for concerted, multi- 
lateral attention to the problem of India’s development needs by the 
free world community. That such attention can be expected is evi- 
dent from the 1958 meeting of India’s creditors; convened by the 
International Bank for Reconstruction and Development to consider 
India’s funding needs during the balance of the second 5-year plan. 

At that time, India received credits and commitments of $385 mil- 
lion, including $100 million from the Development Loan Fund, to cover 
India’s requirements of foreign exchange through March 1959. The 
very fact that the nations of Western Europe were able to join with 
the United States in providing such assistance to India is a most 
heartening development, which in my view has been made possible as 
a result.of the achievements of past programs in Europe. 

Now, Mr. Chairman, there are a number of countries here upon 
which I will be prepared to answer questions. 

Chairman Morgan. Thank you, Mr. Barrows. 

Admiral Grantham, you may proceed. 
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STATEMENT OF REAR ADM. E. B. GRANTHAM, JR., REGIONAL 
DIRECTOR, NEAR EAST, SOUTH ASIA AND AFRICA, OFFICE OF 
THE ASSISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL 
SECURITY AFFAIRS 


NEAR EAST-SOUTH ASIA 


Admiral GrantHam. Mr. Chairman, and members of the committee, 
it is a privilege to be here for the purpose of discussing our military 
assistance programs in the Near East-south Asia region, an area 
extending from Greece on the west to east Pakistan on the east and 
from Afghanistan in the north to Ceylon in the south. 

This great area, variegated in terrain, diverse in culture, tradition. 
and condition of economic and political development, rich in vital 
natural resources, is the land bridge between = sree and the Far 
East, and commands the major sea, air, and land routes between them. 

It confronts the menace of Communist Russia on the one flank and 
Red China on the other. Its strategic importance from the point of 
view of its geography, as well as its human and economic resources, 
has been forcefully brought to world attention by events of the past 
decade. 

With four countries of this region—Greece, Turkey, Iran, Pakis— 
tan—the United States has concluded bilateral mutual defense agree- 
ments. We have a special agreement with Saudi Arabia regarding 
our use of facilities there. With the first two, Greece and Tur- 
key, we are additionally associated in the North Atlantic Treaty Or- 
ganization. Special ties with Turkey, Iran, and Pakistan exist by 
virtue of U.S. interest in, and contribution to, the activities of the 
Baghdad Pact organization. 

reece, Turkey, Iran, and Pakistan, who are alined with us against 
the common danger, together have more than 1 million men under 
arms; and the total of their national defense expenditures has aver- 
aged over $900 million per year during the past 8 years. During the 
same period, we have furnished them military assistance at about 
$400 million per annum. 

Of all the countries embraced in this great region, Greece and 
Turkey were the first to receive United States assistance. In 1947, 
the President requested the Congress to pass Public Law 75, author- 
izing the provision of military, economic, and technical aid to these 
countries. 

The passage of this law marked the beginning of our worldwide 
assistance program, later unified and refined under successive mutual 
security acts. 

The pivotal part played by military assistance in helping to save 
Greece from falling into the Communist orbit in the early years is 
too well known to require emphasis. Under perhaps less dramatic 
circumstances, military assistance has contributed indispensably to 
preserving the will to independence for other countries of the area. 

Had it not been for the military hardware provided and the opera- 
tional effectiveness achieved with the help of our military assistance 

rogram, I cannot believe that Iran, Turkey, and Pakistan would have 
en either willing or able, so firmly and courageously, to stand up to 
repeated Russian threats. 
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A brief examination of the recent stepup of Soviet bloc activities 
throughout the area provides a measure of the importance of this 
region in Communist plans. Loss of the area to international com- 
munism would have the gravest consequences for the security of the 
United States and its allies. 

In addition to their substantial efforts at economic penetration, the 
bloc in recent years has undertaken an aggressive program of military 
assistance calculated to deepen the Communist foothold and increase 
its influence. 

During the period 1955-58, the bloc concluded military agreements 
with Egypt, Syria, Afghanistan, Yemen, and Iraq to a total of about 
$782 million. These agreements involved—in addition to military 
hardware—the modernization of a number of existing military instal- 
lations and the construction of new facilities, as well as the provision 
of over a thousand military technicians to the several countries and 
the granting of over 1,600 spaces in military training schools and 
installations in bloc countries. These figures give unmistakable 
evidence that the Soviets appreciate that the Near East and south 
Asian countries are of great importance, and that their effective 
domination is a prime Communist objective. Our military assistance 
program is a major weapon to counter the Soviet effort. 

Since you have previously heard testimony regarding the major 
political events and developments throughout this region, I shall 
confine myself to coverage of military assistance activities there. 
More specifically, I shall briefly discuss each country separately, 
stating what the military assistance program accomplished during 
oo year, and what we propose during the coming fiscal year. 

ou will note by reference to page 1 of the green presentation book 
that we are requesting a total of $412 million for the region for 
fiscal year 1960. 
COUNTRY PROGRAMS 


You are aware of the political repercussions incident to the Jul 
1958 revolution in Iraq. The effect that this event, and the simul- 
taneous Lebanon crisis, had upon our military assistance operations 
is of direct interest. 

TRAQ 


Immediately after the coup in Iraq, all movement of programed 
materiel was suspended, except for the subsequent delivery of three 
small shipments of spare parts which were on the high seas when the 
revolution occurred. 

As of the date of the coup, the programing of any further training 
for Iraqi personnel in US. installations was suspended, except for 
those who were then in the United States. 

As yet there has been no formal approach from the Government of 
Traq for resumption of military aid. 


LEBANON 


You will recall that in July 1958 the Government of Lebanon 
istic unable to stem the spreading disorders in that country. The 
nited States responded to a request from the Lebanese Government 
to dispatch forces. The presence of these forces served to stabilize 
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the local situation, but more important, it was an indication that we 
were prepared to act vigorously to halt the —_ area-wide deteri- 
oration. This operation was funded out of military departmental 
resources and played a material role in bolstering the capability of the 
loyal forces at a time when conditions were most critical. No specific 
request for funds for Lebanon in fiscal year 1960 is being made, 
although a small requirement may develop. 


IRAN 


The Iraqi coup subjected Iran to immediate and strong pressures. 
Not only did she feel threatened by the situation on her Iraq bound- 
ary, but she promptly became the target of increased diplomatic and 
propaganda attacks from the U.S.S.R. She stood in need of immedi- 
ate encouragement and reassurance. As you know, urgent diplomatic 
measures were taken by the United States to this end, and our mili- 
tary assistance program bolstered her defense capability. 

ur military assistance advisory group personnel promptly took 
the initiative in joint consultation with the Iranian general staff, 
looking toward organizational and training improvement of her 
forces. These efforts are bearing fruit, and a comprehensive plan is 
now underway. Host country implementation of the plan has been 
energetic and purposeful. The Iranians have responded well to the 
advice of our Military Assistance Advisory Group. 

The strategic importance of Iran, her long common borders with 
U.S.S.R., and the importance of her oil resources, need not be em- 
eon to this committee. That we use every possible means to 

Ister her defensive capabilities and assure her continued firm aline- 
ment to the West and her effective contribution to the Baghdad Pact 
is obviously essential to the maintenance of our whole Near East 
position. 

During the coming year, our military assistance program will con- 
tinue to bolster the combat potential of the Iranian forces. 


JORDAN 


Jordan likewise immediately felt repercussions from the fall of the 
Western-oriented Iraqi Government, and the dissolution of the Arab 
Union which resulted. The United States promptly came to Jordan’s 
assistance to maintain its internal security. 

ri oe the Department of Defense, on request of the Jor- 
danian Government, conducted a thorough on-the-spot survey of her 
military establishment. Out of this survey came a series of recom- 
mendations, already transmitted to the Jordanian Army, which, 
when implemented, will do much to improve her defensive posture. 
Other courses of action, beyond the capacity of Jordan to carry out 
with her own resources, yet considered essential to the improvement 
of her military capabilities, may also be required and are now under 
consideration. 

TURKEY 


The revolution in Iraq also gave Turkey cause for concern. The 
U.S.S.R. seized upon the occasion by staging extensive maneuvers on 
the Turkish frontier, coupled with a stepped-up propaganda attack. 

38361—59—pt. 8——-8 
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The military assistance program responded, as it had in the case of 
Iran. 

Turkey is the eastern anchor of the North Atlantic Treaty Organ- 
ization, a big element in its defensive plans, and the largest contrib- 
utor to its manpower. She is a member of the Baghdad Pact. It is 
unnecessary for me to emphasize her importance as an ally. Our 
military assistance program in Turkey for fiscal year 1960 is directed 
toward assisting her to improve and maintain her active forces. 


GREECE 


Our military assistance activities in Greece during fiscal year 1959 
were not directly affected by events transpiring further east. The 
Cyprus dispute, which resulted in the withdrawal of the Greek con- 
tingent from the North Atlantic Treaty Organization headquarters 
in Izmir, approached near-crisis proportions from time to time, but 
not in a way requiring any adjustments in our program. The Greek 
Government has since returned its personnel to the North Atlantic 
Treaty Organization staff at Izmir. 

The fiscal year 1959 program provided funds for force improvement 
and force maintenance. In the proposed fiscal year 1960 program we 
are placing high priority on force modernization. 


PAKISTAN 


The fiscal year 1959 military assistance program for Pakistan was 
pursuant to the mutual defense assistance agreement, signed in 1954 
with the Government of Pakistan. By the terms of this agreement 
the United States undertook to provide military assistance to the 
Pakistan armed forces. 

By the terms of the bilateral agreement between the United States 
and Pakistan, signed on March 5 of this year, the United States re- 
affirms its intention, subject to congressional appropriations, to con- 
tinue to furnish Pakistan such military assistance as may be mutually 
agreed upon in furtherance of promoting peace and stability in the 
Middle East. 

In this connection I believe the committee is also aware that during 
the past year the Department of Defense, in conjunction with the 
Government of Pakistan, made a study of the present and prospective 
recurring costs involved in the support of Pakcistan’s military estab- 
lishment. The implications of this study were considered in the de- 
velopment of the fiscal year 1959 program as it was finally approved, 
and in formulation of the fiscal year 1960 program which I am pre- 
senting today. 

The program we propose for Pakistan for fiscal year 1960 provides 
necessary force maintenance and meets only high priority force im- 
provement requirements. 

SAUDI ARABIA 


Saudi Arabia’s importance to us lies in its strategic location, its oil 
resources, and in our operational requirements at Dhahran Airfield. 
We do not expect her to develop armed forces which could contribute 
effectively to allied operations. Saudi Arabia has concluded both a 
reimbursable military assistance agreement with the United States 
and a special agreement relating to our use of facilities there. 
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Under the provisions of the grant aid agreement signed in 1957, 
the United States agreed to expand its training activities (initiated in 
1952) and to provide limited military assistance, over a 5-year period. 
The fiscal year 1960 program which we propose is modest and in con- 
sonance with our agreements with the Saudi Arabian Government. 


RECAPITULATION 


To recapitulate, our proposed fiscal year 1960 military assistance 
program for the Near Bast and South Asia region, for which we are 
requesting $412 million, accentuates force improvement rather than 
force maintenance, our purpose being not only to hold the ground 
already gained in the creation and basic equipping of necessary 
forces, but, in addition, to provide, in certain countries, modern 
weapons and training, considered vital for improvement of the re- 
cipient nations’ military posture in the face of increasing enemy 
potentialities. 

This concludes my formal statement, Mr. Chairman. 

[Security deletion]. 

Chairman Morean. Thank you, Admiral. 

Admiral, in last year’s presentation book there appears a figure 
[security deletion] for military assistance to Jordan for the fiscal year 
1959. 

You stated in your testimony there might be some military 
assistance for fiscal year 1960 for Jordan. 

Admiral GranrHam. Mr. Chairman, the situation there is that we 
know the Jordanians are planning to request some military assistance 
and in addition, as I said in the testimony, we have made a thorough 
survey of their needs. [Security deletion. | 

Chairman Morean. Last year, of course, there was [security dele- 
tion] programmed for fiscal 1959 and this year’s book doesn’t show 
that [security deletion] for the 1959 program. What is the signifi- 
cance of this omission ¢ 

Mr. Rounrrer. Mr. Chairman, I think in this case as it often hap- 
pens, requirements emerge after the books are prepared. I think 
last year the situation was such that we could, at the time the presen- 
tation book was prepared, reasonably anticipate a military aid 
requirement. 

The survey that has recently been made in Jordan was completed, 
the report prepared and analyzed, and the conclusions reached after 
the preparation of these books. 

In light of that survey and the discussions that we have had here 
with the King of Jordan, who is still in this country, we feel it is 
possible that in the fiscal year 1960 there will be a relatively modest 
requirement for military aid. [Security deletion. ] 

hairman Morean. Now, what happened to this [security deletion ] ? 
Where did it go? This year you publish a blank in here and last year 
it was in the program. Where is the money ? 

Mr. Rountree. This is fiscal year 1959. The money spent last year 
was actually spent from fiscal year 1958 funds. 

Admiral Grantuam. That is right. 

Chairman Morean. Admiral, your presentation books last year 
gave a figure of [security deletion] for military assistance to Greece 
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for fiscal 1959. The book this year shows that it is [security deletion ] 
for fiscal year 1959. 

Admiral Granruam. I am not sure I understand. 

Chairman Morean. Last year you brought the books out for fiscal 
year 1959 and listed [security deletion]. The books this year show 
only [security deletion ] for 1959. 

Admiral GranruaM. The difference there, Mr. Chairman, is that 
there was a worldwide program for the production of a certain type 
of aircraft. These aircraft, it had not been decided where they would 
be allocated. This old figure [security deletion] includes this type of 
aircraft as a part of the worldwide program. I believe that is the 
answer to the question. 

Chairman Morgan. The opposite apparently happened in Turkey 
where you had [security deletion] programed in 1959 where the book 
shows Turkey as [securit deletion] 

Admiral Granruam. We have [security deletion] for military aid 
for 1959. 

Chairman Morean. But last year’s books show only [security 
deletion }. 

Admiral GrantHam. Well, the answer to that, I think, is this: 
We have special—what do we call this special program ? 

Mr. Rountree. Special weapons. 

Admiral Grantuam. No, it is not that. 

[Security deletion. | 

Admiral GranrHuam. In these cases, refinements were made in the 
initially proposed programs based on military judgment of require- 
ments and other factors. 

Now, this has been assimilated into the 1959 figure you see in this 
bar chart. 

Chairman Morean. I don’t want to take any more time. You can 
furnish for the record the answer in detail. 

i pte memorandum was subsequently submitted for the 
record. 

Chairman Morcan. The United Nations program for the Palestine 
refugees expires in 1960? 

Mr. Rounrrer. The present mandate for UNRWA expires in 1960, 
but that leaves the question of what happens to the Palestine refu- 

after 1960. Certainly the interest of the United Nations in the 
alestine refugees wil] not end in 1960, but it is in anticipation of the 
ending of UNRWA that year that there has been discussed in the 
United Nations during the course of the past several months the 
question of what should be the arrangements for the handling of this 
problem, whether the UNRWA should be continued, whether it 
should be replaced with another organization, or precisely what steps 
the United Nations should take in preparation for this very impor- 
tant event. 

You may recall that the United States made certain proposals in 
the United Nations with respect to this matter. It was decided that 
the Secretary General would look into the question and would study 
the possibilities for the future. This matter is now receiving his 
attention and I think in a forthcoming meeting of the United Na- 
tions, perhaps at the next General Assembly, very serious thought 
will have to be given to the future of UNRWA. 
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But certainly I should like to emphasize that the interests of the 
United States and the interests of the United Nations will not end 
at that time. 

Chairman Morean. If there is a possibility of tapering off the pro- 
gram in 1960, don’t you think now would be the time to taper off the 
amount of money rather than go in with the full rate requested im the 
program this year ? 

Mr. Rounrrer. I believe the question of the justification for our 
pb ae on for the United Nations will be dealt with by Mr. Wil- 
cox who is the Assistant Secretary in charge of our International 
Affairs Bureau. 

But I will say this, sir, I do not believe it would be wise to anticipate 
a tapering off of the interest of the United Nations or in this case the 
United States, in these Palestine refugees unless and until we can en- 
visage some solution to the refugee problem. 

The date of 1960 is significant because that is the date of the ending 
of the mandate of UNWRA, but it is not in my judgment the date of 
the ending of the interest of our country or of the United Nations in 
the Palestine refugees. 

Chairman Morean. Thank you, Mr. Secretary. 

Mrs. Bolton. 

Mr. O’Hara. May I interrupt for a question ? 

Mrs. Boiron. Excuse me, Mr. Chairman. I was about to ask could 
Ihave my time a little bit later. 

Chairman Morean. Yes. 

Mr. O’Hara. Is it the intention of the Chair to recess shortly and 
meet this afternoon with the witnesses back for questioning ? 

Mr. Chairman, this is, as the chairman knows, Pan-American Day 
and as a member of that subcommittee I want to participate in the 
remarks, but I do want to be here for an opportunity to question the 
witness. 

Chairman Morgan. We will continue until about 1 o’clock and 
then be in session this afternoon, Mr. O’Hara. 

Mr. O’Hara. Thank you, sir. 

Pardon my interruption. 

Chairman Morean. Mrs. Kelly. 

Mrs. Ketiy. On page 3 of your statement you emphasize the im- 
portance of this area. Yet the administration has recommended de- 
creasing aid to some countries, and three have been cut off in economic 
and military. 

I would like to know the three countries where no economic aid is 
going. I think this question goes to Mr. Barrows. 

Mr. Barrows. Saudi Arabia, the United Arab Republic, and Iraq. 

Mrs. Ketiy. Egypt is one, is that right ? 

Mr. Barrows. Yes. 

Mrs. Ketxy. In other words, you put Israel in the category of 
Egypt, is that right? 

Mr. Barrows. No, ma’am, we are providing a technical cooperation 
program as in the past for Israel. The only difference is, we are not 
requesting special assistance. But for the three countries I mentioned, 
Egypt, Iraq, and Saudi Arabia, we are not proposing economic assist- 
ance for 1960. 
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Mrs. Kerry. Could you tell me how we can take it out of some of 
these countries and earmark that aid to Israel ? 

Does it need to be in the bill or earmarked, or what ? 

Mr. Barrows. I don’t understand the question. 

Mr. Hays. Howcan the Congress do it is what she means. 

Mrs. Ketxy. Unless we divulge the assistance to each country ; tell 
what is in this whole area. 

I am asking you to suggest the approach that would be best for the 
administration. 

Mr. Rountrer. Well, I would like to clarify the position with 
respect to Israel. 

Mrs. Ketiy. We know your position. 

Mr. Hays. Your position is clear and we don’t like it. 

Chairman Morean. In the past we specified a definite ring for 
Guatemala in one bill and I think a figure for Spain has also been 
spelled out. 

Mr. Hays. And the money for Greece. 

Chairman Morean. And for Spain, 2 years in a row, as I remember 
it. 

-Mrs. Ketuiy. I ask if that is the way the administration would 
prefer it be done? 

Mr. Rountree. I don’t think it would be appropriate for me to 
suggest how the committee might dea! with this question. I think it 
would be 5 we Thane for me, however, to make clear—if it is not 
clear, and I gather you do understand—the considerations involved 
in programing which led the administration to conclude that the aid 
to Israel during the period covered by this proposal can best be 
extended in forms other than special assistance. Recognizing that 
in the current year and in the past year, the special assistance sched- 
uled for Israel was used for the purchase of surplus food, including 
grains, recognizing that that kind of assistance can be made available 
as it also is done and has been done for Israel, under Public Law 480, 
recognizing that Israel’s needs are along the lines that could more 
appropriately be covered by the Development Loan Fund and the 
technical cooperation program, it was concluded that the criteria 
which normally apply to the establishment of special funds on a 
scheduled basis would not apply this year. 

But, also, I think Mr. Barrows made clear that one of the real 
values of our contingency fund is to meet situations that are unex- 
pected and which might require adjustments during the course of 
the year. 

We have had to adjust our programs in the past year to meet 
situations that could not ananhi have been anticipated at the 
time our presentation books were formulated. Our feeling is that 
any such need for Israel can most appropriately be met, as we have 
suggested, through technical cooperation, Public Law 480, the De- 
home ra Loan Fund and, in case of emergency, reliance upon 
availability of the contingency fund. 


Mrs, Kextuiy. I address my next question to the military. In the 
planning of defense in this area, do you plan on Israel taking a 
major part against communism in this area? How does Israel fit 
into your program for military defense of this area ? 

Admiral Grantuam. I will have to answer off the record. 
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Chairman Morean. Off the record. 

(Discussion off the record.) 

Mrs. Ketny. With regard to deliveries to this area, I want to 
know what deliveries to this area from the previous programs will 
be planned for this year and the unexpended balances for these 
countries. How much is unexpended for Iraq, have you any idea? 

I see you still have deliveries set for Iraq in 1959. Is that correct? 
You say it is suspended, but it is still in the book here. 

Admiral Granruam. For Iraq [security deletion]. 

Mr. Hays. How can we get our hands on that money to get it back 
into the Treasury ? 

Mrs. Key. You have deliveries for Iraq planned for 1959 and you 
have them for some of these other countries, we can’t depend that 
the order to suspend shipments will not be renewed. 

Mr. Rountree. At the time of the coup d’etat in Iraq we suspended 
new deliveries under our program [security deletion. There were 
some items of spare parts at so forth actually en route at the time 
that were aciaintiy delivered after the coup d’etat. 

We have retained in Iraq our economic mission and our military 
mission, hoping that the situation would clarify in such a way as to 
make it possible for these missions to continue a useful relationship 
with the Iraqi Government and people. 

[Security deletion. ] 

Mr. Rountrrer. Unfortunately, the situation has not developed 
whereby our economic personnel have been fully utilized, but they 
have been partially utilized. We feel that it is — well that they 
are continuing on there because this is an effort to develop the kind 
of relationships which we seek. 

On the military side, however, the Iraqi Government has not made 
clear its attitude toward the military agreement under which military 
aid had been granted in the past [security deletion]. 

Meanwhile, the unexpended balance of this program had to be held 
in abeyance, but I do not believe at this stage we should say that at no 
time in the future will it be possible for us to resume any kind of 
military program in Iraq. 

Chairman Morean. The gentlewoman’s time has expired. 

Mrs. Church. 

Mrs. Cuurcn. Mr. Chairman, I have never so regretted the fact 
that some testimony can be given “off the record” as at this moment. 
Some of the things that have been so said here this morning have been 
absolutely inexplicable. I presume any comment from me on what 
has been said would likewise be taken out of the record, but I would 
like to say this: There are some of us who would certainly agree that 
where projects now met by funds allotted to aid could be paid for by 
allocations from local currencies created under Public Law 480, 
it would in most cases be advisable to do so. With regard to such 
measures as have been proposed, in connection with the explanation 
as to why no aid is specified for Israel, it would seem to me highly 
inappropriate to apply the standard mentioned or that method of 
decision to one country, without including others where 'the same prin- 
ciple might apply. I personally, Mr. Secretary, feel that there is 
more political significance in the decision to omit Israel than com- 
monsense, if I might put it as bluntly as that. I am inclined to feel 
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that the reaction will be completely different from what might be 
anticipated by the Department. This would be particularly true if 
a committee of the Congress felt foreed—as well it might—to reverse 
the decision of the State Department, and in order to do so had to 
write into the bill specified aid for a given country: 

May I add just this one further comment: I have personally seen 
the Israeli Army in a state of partial mobilization. I would certainly 
hope that if trouble ever came in that area we could indeed count 
upon that army; and that no idea would ever be given that we would 
not count on it because it might, as I think the gentleman from Ohio 

said, prove to be the most reliable source of aid in the area. 

Furthermore, that army has already given indication of its worth 
and of a fighting spirit that is based on something more than purchase. 

Now, if I may go on to what I originally planned to ask, it is my 
understanding that the aid program, “Admiral, was drawn up before 
the recent events in Tibet. 

Admiral Granrnam. That is correct. 

Mrs. Cuurcu. Do you anticipate that what is happening there and 
the possible repercussions therefrom may justify any change in the 
proposals ? 

Admiral Granrnam. I will ask Mr. Rountree to answer in part, 
but so far as I can see from the military point of view, we are con- 
tinually adjusting our program. 

{Security deletion. } 

Mrs. Cuurcu. My final question is one that I have been asking 
rather consistently and insistently since the hearings began. 

During the first week of the hearings, it was stated that withdrawals 
had been possible under the exchangeability provision, from the funds 
provided for the military pipeline; and I have asked the Department 
to supply me with a breakdown of ‘what those withdrawals have been. 

I wondered if, within your territory or jurisdiction, you could 
comment on whether withdrawals have been made for other purposes 
from funds appropriated for military assistance, under the exchange- 
ability clause of the act ? 

Admiral Grantuam. Can you answer that ? 

Mr. Barrows. No. 

Admiral Grantuam. I am sorry, I am not acquainted with this 
particular point and I will have to get the answer and supply it for 
the record. 

Mrs. Cuurcn. I had hoped I might be offering you some way of 
— ering the chairman’s questions as to what happened to certain 

unds. 

Admiral Grantuam. I can explain it only in that I am informed 
there was a worldwide program for the production of aircraft, prin- 
cipally G-91 aircraft, and this is a program of offshore procurement 
and a certain sum of money was allocated for this purpose and when 
the aircraft became available for allocation they went to other pro- 
grams [security deletion ]. 

Mrs. Cuvurcy. Mr. Chairman, may I again repeat the request that 
we be furnished with a list of transfers out of these funds? In fact, 
it might be well to have the transfers made from any sections of the 
appropriated funds. 

— Morean. Mr. Rountree, you can furnish that for the 
recor 
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Mr. Rounrreg. Yes. 

(A classified memorandum was subsequently supplied Mrs. Church.) 

Mr. Rounrrer. Mrs. Church, I have gained the impression here 
that there might be an erroneous impression that the decision with 
respect to special aid to Israel was motivated by political considera- 
tions [security deletion]. 

I would like to assure you that that was not the case, that the 
decision with respect to special aid was made on a purely economic 
and programing basis, and not on the basis of political consideration. 
It was made on the basis of the criteria that Mr. Barrows and I have 
mentioned. 

Certainly our sincere interest in continuing to help Israel and 
Israel’s great program has in no sense diminished—it is merely a 
question of technical judgment as to whether or not the aid that we 
believe we should give Israel should be in this precise form or in 
another form more suitable to the circumstances. 

Mrs. Cuurcu. Did it occur to you, Mr. Secretary, that such de- 
cision would be interpreted as political, and therefore be damaging 
to that extent? Might not the Arab States interpret this as indi- 
cating a change of our policy regarding Israel ? 

Mr. Rountree. Well, I think that the interpretation of political 
motivation would be damaging and I would regret it. Of course, 
our position in this regard has been made clear to the representatives 
of Israel. I believe they know there is no political motivation in- 
tended. 

Mrs. Cuurcu. Well, I hope that the situation can be rectified. 

Mr. Farsstetn. Would the gentlewoman yield for one question, 

lease ? 
‘i I would like to follow that up with one question in connection with 
that of interpretation, or misinterpretation. 

Would you permit that, Mr. Chairman, at this moment? 

Chairman Morean. Mr. Hays, will you yield to Mr. Farbstein ? 

Mr. Hays. Yes, I will yield because they are going to filibuster my 
time away anyhow. 

Mr. Farestern. The point is that the interpretation can go so far 
that it might become a political situation in the Arab countries in the 
sense that they might intensify their boycott and hostility because 
they would feel that we have let Israel down and are losing interest 
in her; further that we didn’t care about Israel’s economic situation, 
especially in view of the fact that there is presently a debt balance, 
a $350 million difference between their imports and their exports. 
This may create unrest in the area rather than pacify the area. The 
decision, to deny special assistance which in money is insignificant, I 
believe to be unwise despite the other provisions made because of the 
psychological effect it will have. 

Mr. Rountree. Sir, I hardly see how that impression could be 
created in light of the aid which we are giving to Israel and which 
we intend to continue to give to Israel. It would be unfortunate 
indeed if, because of such considerations it should ever become neces- 
sary to us to become rigid in the application of judgment as to what 
programs should be undertaken in any country. 

If it is economically possible, feasible. and desirable to give aid 
in one form rather than another, I think that it would be unfortunate 
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if we felt that we were compelled for such reasons as you mentioned, 
to adhere rigidly to a program, even though it would be better not to. 

Mr. Hays. I will interrupt right there and not yield you any more 
time because you fellows had an hour and a half to present your views 
and I am going to take whatever time is left to present mine. 

Mr. Farsste1n. That will come out of my time. 

Mr. Hays. No, that is all right. 

If I ask you a question, you are going to take the rest of the 5 
minutes to answer it anyway. 

In the first place, you are very rigid in what you do for the Arab 
States because the oil is mixed up in it and you don’t need to deny 
it because everybody knows it. is true—and I want this on the record, 
and if it is deleted by you fellows, I am going to say it on the floor 
anyhow. 

Now the only people out in the Near East that you can depend on, 
and if you know anything about the Near East at all—and you are 
supposed to be the expert down there—you know it is well as I do— 
it is the Israeli Army. 

I told you 2 years ago—I don’t know if you were here or not, but 
I told the Secretary that the Iraqi Army was going to fall down 
around his ears and there was going to be a revolution there and you 
fellows pooh-poohed it and said I didn’t know anything about it. 
And you went right ahead pouring money in there and you are re- 
luctant: right now to give up [security deletion] that you have pro- 
gramed for Iraq. You want to keep that in reserve so you can put 
it in again. 

You might as well write Iraq off because it is gone, and any more 
money you give them is going to eventually be used against us if 
there is a war out there. 

Now, if the Congress of the United States, if the Members down 
on the floor knew what this committee knows, you wouldn’t get 
enough votes for this program to make a tail for a kite. Because I 
am. convinced, and I am sure the rest of the Congress would be con- 
vinced that you people are more interested in building up what I 
would consider to be a house of cards in the way of military equip- 
ment out there than you are in doing the job that needs to be done. 

You propose to penalize Israel because you say that they have the 
highest standard of living out there. I believe the reason that the 
rest, of the rulers in that area hate the Israelis is not because they 
hate the Israelis as people, but because they are afraid their people 
will find out that what has been done in Israel can be done in the 
whole area. 

You don’t put it in the presentation books. You come in here and 
try to tell us you are going to give Saudi Arabia [security deletion]. 
For what? 

You talk about the base at Dhahran. I have had people with more 
stars on their shoulders than—well, plenty of stars—say that base at 
Dhahran isn’t forth a damn to anybody, so why do you continue to 
bribe the ruler of Saudi Arabia, the richest people out there—you con- 
ceal it by saying it is because we need the base at Dhahran, when. the 
real reason is that we are using U.S. Government funds to keep them 
from jacking the ante up on the oil companies. 

Now, if you want to really get down to business, you ought to get 
some more technical assistance into the countries that will accept it 
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and if they won’t accept it, tell them to go get their military hardware 
somewhere else. If you come up with the old argument that if they 
don’t get it from us, they will get it from the Russians, let them get 
it from the Russians because Sheer are not going to be on our side 
anyway. 

I am a little bit like the French former Premier who said at a meet- 
ing I attended in Paris when we had given the arms for Algeria that 
we were sending by way of Tunisia, “I don’t know how you can justify 
it, but if I have to go out to my constituents and tell a French mother 
that her son has been killed, I’d rather tell her he was killed by a 
Russian bullet than tell her he was killed by an American bullet.” 

I am fed up with the argument that if they don’t get it from us they 
will get it from the Russians, 

I yield back the rest of my time. 

Chairman Morean. Mr. Bentley. 

Mr. Brent ey. I won’t get into the Israeli question, but I want to 
say it is my sincere judgment that our entire program in this area of 
the world which we have been discussing today is fast turning into a 

olitical and military failure. We have put a great deal of money 
into the Near East and south Asia. 

The gentlemen before us are asking for in excess of $800 million 
for the program fiscal 1960 and I can’t see where we are going any- 
where in the Near East at all that promises any possible success in the 
future. The only two developments in the entire area that have been 
salutary from our point of view have been the recent, disillusionment 
of Mr. Nasser and Mr. Nehru with communism and we weren’t to 
blaine for either one of those. 

Now, I am going to ask some specific questions later on when we 
get around to a second round. I have two now that I would like 
to ask, 

In the first place, Mr. Barrows, you said on page 9 of your state- 
ment that Pakistan maintains substantial military forces beyond those 
for which our aid is provided. 

How can you distinguish or can you distinguish the [security 
deletion] defense support that goes to Pakistan as supporting the 
forces which we support, or does it support the entire Pakistani Army 
regardless of whether or not it receives military assistance from us? 

Mr. Barrows. It is calculated according to what we believe the 
require to support the forces that we are also supporting throu 
military assistance. Obviously money is tranatorable and certainly 
this is not the intent in any way to support the additional forces. 

It could be argued I suppose that . increasing their strength, we 
do not attempt to prevent them from maintaining those additional 
forces, and I don’t believe as a matter of fact we could. 

Mr. Bentiey. In other words, it is your contention, sir, that the 
[security deletion] defense support is strictly limited to supporting 
those troops for which we send [security deletion] of military 
assistance ¢ 

Mr. Barrows. To the best of our ability, it is calculated on the basis 


. of requirements for essential imports which Pakistan could not other- 


wise afford and which are vital to economic stability. It is spent in 
such a way as to support the economy in general. 

Mr. Bentiey. Are there countries who maintain their own military 
establishments in the area ? 
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Mr. Barrows. I believe it is true [security deletion}. 

Mr. Bentiey. Are we making representations to get them to try to 
reduce to our recommended levels? 

Mr. Barrows. In connection with the economic program, no, 
although we have an interest in the economic impact of force levels; 
but the establishment of force levels is a military function. Could 
you add to that? 

Admiral Grantuam. I can give you an answer to that. The answer 
is yes. Through regional arrangements, such as the Baghdad Pact, 
we try to influence country military forces and also we exercise 
influence through MAP force goals, as you see them here, and the 
strategic force objective. 

We try to get them to hew to those figures. 

Mr. Bent ey. Admiral, are our military assistance figures geared 
to our recommendations or to their desires? 

Admiral Granroam. It has to be balanced by negotiation. We are 
not in a position to dictate to any sovereign government what the 
strength of its forces shall be, but we tell them, very definitely, what 
the limit of our support will be. 

Mr. Bentiry. Well, Admiral, I fully apreciate that this Govern- 
ment cannot dictate to any other sovereign government as to the level 
at which it maintains its military forces, but surely we are not going 
to permit the desires of another country to shape the levels of our 
military assistance program, are we, sir? 

Admiral Grantuam. No, we do not. 

Mr. Bentiey. Then are our military assistance figures geared to 
our recommendations or their desires? 

Admiral Granruam. They are geared to our 

Mr. Bentiey. They are geared specifically to our recommendations? 

Admiral Grantruam. They are indeed. 

Mr. Bentiey. And they are not negotiated between the two? 

Admiral Granrnam. Well, we have to determine strength of forces 
and strength of units. In this sense we negotiate with them about 
what they will have. We support, for instance six divisions, we will 
sa¥, in one country. We must go further and negotiate how many men 
each of these divisions will have in it. [Security deletion. ] 

Mr. Bentiry. Excuse me. I will just ask this question once more 
and reserve other questions for a later time, but do you mean to say 
we make the recommendations on a military level for country X? 
Country X, for reasons of national policy, wants to support its forces 
at a higher level. That level can be anything their own policy 
dictates. That means we have to negotiate between our own recom- 
mendations and whatever higher level they wish to set. 

Admiral GrantHam. No, sir; that is not the case. 

Mr. Rountree. I would like to make it clear that is not the case. 

Mr. Bentiey. I would like to have it made very clear. 

Admiral Grantuam. We stick specifically to those forces which 
we show as objectives and these are in accordance with our own plan- 
ning and we do not support anything that is not in accordance with 





our own planning. 

[ Security deletion. ] 

Mr. Bentiey. One more question to Mr. Barrows: Would the 
higher levels set by country X, in accordance with its own national 
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policy, influence to any extent the amount of defense support wl ich 
that country receives ? 

Mr. Barrows. No, sir. 

I should like to say, however, that in a number of instances these 
additional forces are forces which nationals of the country would 
recognize they need in their national interests. 

[ Security eletion. | 

Chairman Morean. The gentleman’s time has expired. 

Mr. Pilcher. 

Mr. Piccuer. Thank you, Mr. Chairman. 

Mr. Barrows, I notice that practically every witness who has been 
before this committee this year has stated that the problems in the 
Middle East and in this area were economic. That is, people who 
were illiterate and the standard living was so low that that was the 
big problem. Is that true? 

Mr. Barrows. That is a big problem; yes, sir. 

Mr. Pucurr. Now I notice in this entire program of Near East 
and south Asia that there is 79 percent of every dollar going for the 
military and only 18 percent for special assistance and 5 percent 
for technical cooperation. Three percent for Palestine refugees. 

Now, is that helping the economies of these countries or the little 
people where we are trying to stop international communism ? 

Mr. Barrows. Well, Mr. Pilcher, while a little more than half the 
total is military assistance, 30 percent is defense support, which is 
economic aid, though it enables the other countries to support military 
forces. However, I don’t think you should look at this program 
without looking also at the Development. Loan Fund, which is the 
principal instrument by which we try to help these countries attain 
economic goals. 

Mr. Pitcuer. You don’t know whether you are going to get all 
your Development Loan Fund. e 

Mr. Barrows. And we don’t know whether we are going to get all 
this either. 

Mr. Piicurr. I don’t think you are going to get all of it. 

Mr. Barrows. The fact is this has to be viewed with the other 
things, Public Law 480, surplus commodities going into the area, 
and the Development Loan Fund. 

Mr. Pitcuer. I notice in Jordan that you have about [security 
deletion] programed for Jordan and also [security deletion] proposed 
for U.S. support. Is that [security deletion] coming out of the [se- 
curity deletion ] ? 

Mr. Barrows. That is part of it; yes. 

There is $2 million in the technical cooperation program. 

About [security deletion] in the form of projects such as irrigation 
projects, highways, and other workmaking development projects 
which we are providing here on a grant basis, and [security deletion] 
for [security deletion | udget support. 

Mr. Pitcuer. Well, look at the total budget. How much does the 
King receive annually in U.S. dollars for his total maintenance? 

r. Barrows. I don’t know, sir. 

Mr. Rountree. Do you mean from the United States? 

Mr. Pricuer. From the United States. 

Mr. Rounrrer. For fiscal year 1960 we propose that they receive 
under the program a total of oo deletion }. 
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Mr. Barrows. Do you mean personally ? 

Mr. Prucuer. Yes. 

Mr. Rountree. Personally, none. 

Mr. Pricuer. In other words, this [security deletion] is all that 
Jordan is going to get from every source—military, technical—— 

Mr. Rountree. No; it is possible that in the year we will propose 
a modest military program in addition to this. [Security deletion.] 

Mr. Barrows. I might add also that in addition to this, Jordan has 
had one Development Loan Fund loan of $1,200,000 for a private 
company there and there has been under consideration and just 
authorized by the Development Loan Fund a further loan of $2.5 
million for the development of Jordanian phosphate mines. 

Mr. Prrcuer. Are we as strong in this entire area and have more 
friends than we had 10 years ago? I will ask the admiral that ques- 
tion. 

Have we got more friends in this area than we had 10 years ago? 

Admiral Granruam. That is a matter of opinion. You might get 
a different answer from every person you question. 

Mr. Pircner. You are a military man. You have had experience. 
You know that section. Do you say we have more friends? Are 
we stronger in that entire area today than we were 10 years ago? 

Admiral GrantHam. I would like to give you an honest answer. 
I don’t know, but I think we have. 

Mr. Pricuer. Have more friends today than we did 10 years ago 
in this entire area ? 

Admiral GrantrHam. That is my personal opinion, that we have 
a few more friends now than we had 10 years ago. 

Mr. Prvcner. That is all, Mr. Chairman. 

Mr. Hays. Could you give us a debit and credit on that? I don’t 
think it would add up that way. If we take off Iraq and Egypt and 
— and a few of them, where do you get the plus side of the 
thing 

Chairman Morean. Mr. Curtis. 

Mr. Curtis. Mr. Barrows, on this aid to Jordan we have got this 
large amount of [security deletion] labeled as “special assistance,” 
but you just said a moment ago that it was for [security deletion] 
budget support. Doesn’t that really belong in the slot of defense sup- 
port, military aid, or something like that? 

Mr. Barrows. Well, to go back to our basic definitions defense 
sy goes to those countries making a contribution to the mutual 

efense. 

Our support for the military forces in Jordan is primarily to main- 
tain the security of the Government internally and to preserve such a 
position of strength that [security deletion] no one will be tempted 
to make any military move against it. 

Mr. Curtis. What are they going to actually do with [security 
deletion]? Will they spend that on military equipment? 

Mr. Barrows. This is spent to support the economy and, as a matter 
of fact, this is one country where the funds are transferred to the 
Treasury on a periodic basis to help meet the budget deficit. Ulti- 
mately, the foreign exchange is spent to supply a substantial part of 
the basic imports of the entire economy. 

Mr: Curtis. Are there other countries where special assistance is 
used in that manner, to that extent ? 
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Mr. Barrows. Not in this region, sir. I don’t know worldwide. 

Mr. Curtis. One other question, Mr. Chairman, and this goes to 
Admiral Grantham. 

On page two of his statement he speaks of $782 million Soviet bloc 
aid to countries of the Middle East. I wish you would comment on 
that. 

Are they giving them modern aircraft, guns, and training such as 
we gh Is it real money? Is it loaned or granted and how effective 
is it? 

Admiral Granruam. I would like to ask for verification of this in 
part from Mr. Rountree, but we note they have given them aid in the 
Middle East, Africa and south and southeast Asia in this order of 
magnitude. I wouldn’t guarantee the accuracy of that figure, but it 
has been in the form of military hardware such as MIG aircraft, in 
the extension of airfields to accommodate the new jet aircraft. This 
has occurred in Egypt and it has occurred in Iraq. And actual contri- 
butions to military strength in about the same way as we go about it. 

Mr. Curtis. Loans or grants, do you know ? 

Admiral GrantHamM. These are loans. Well, actually I don’t know, 
but all the information I can get indicates they make loans on long-term 
basis. I would like to ask Mr. Rountree to speak to that. 

Mr. Curtis. They deliver the aid in the form of material rather 
than in money then ? 

Admiral GrantrHam. That is correct, I believe. 

Mr. Ruvuntree. What the Admiral said, sir, Ia with in general. 

In the Middle East and Africa they have given $580 million in mili- 
tary aid; $566 million in economic aid. That is for the whole Sino- 
Soviet bloc and it includes credits to Egypt, Ethiopia, Iran, Iraq, 
Syria, Turkey and Yemen. 

The military aid has been, so far as we know, largely in hardware, 
equipment, training, and some of the construction work that the 
Admiral has mentioned. None of it to our knowledge has been in 
cash, but usually in low-interest, long-term credits, repayable for 
the most part in local surpluses, such as cotton in the case of Egypt. 

Chairman Morean. Mr. Farbstein. 

Mr. Farsstern. Thank you, Mr. Chairman. 

I am a friend of the program. I would like to see this program 
passed as it stands, irrespective of whether or not any changes are 
made, irrespective of any country. Yet I think, if I understood you 
correctly, I think you made an unfortunate statement—if I am wrong 
I wish you would correct me, Mr. Rountree—when you suggested that 
the State Department—and you didn’t use those exact words—wouldn’t 
stand for dictation by any keh group. ; 

In other words, if the State Department had a program and they 
thought it was right, they were going to carry it through come hell: 
or high water—true, they have the authority eaten they are an in- 
dependent branch of the Government. Nevertheless, it seems to me 
that where it is obvious that another branch of the Government evinces 
a certain attitude, that branch of the Government should be given some 
attention. 

Now, I remember when Mr. Dillon testified and a question was asked 
of him in connection with Israel on the failure to appropriate any 
special assistance. He said it would be made up by Development Loan 
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Funds. I think I remember that. I think that isin the record. Yet 
despite that fact, you heard what has happened here this morning. 

Now whether it is due to the fact that the other members around 
this table overlooked that statement or not, I don’t know. Yet it 
would seem to me that sometimes discretion is the better part of 
valor. Now with that I am satisfied to rest. 

Thank you. 

Mr. Rountrer. May I comment on that. I assume you were 
addressing your remarks to me? 

Mr. Farssrein. Yes. If I am wrong, I wish you would correct me. 

Mr. Rounzree. I assure you I did not use the words you attributed 
to me and that I did not even have the thought in mind. I think if 
you will review the record, you will see that I did not imply such an 
attitude with respect to the man 

I have stated that the decision not to seek special aid in the case 
of Israel was made on economic grounds; that it was made on the 
basis of a belief on the part of the programing people that the needs 
of Israel could more appropriately - met through other means, such 
as the Development Loan Fund, Public Law 480, and so forth. 

I said, moreover, that the special fund provided for Israel in the 
past 2 years could just as well have been provided in the form of 
Public Law 480 assistance rather than special assistance. In light 
8 this we thought the program should be put forward as indicated 

ere. 

However, I said that if the situation should develop whereby there 
was an indication of a real need for special assistance in the case of 
Israel, that is one of the advantages of the contingency fund which 
we have sought and which could in those circumstances be used. I 
want to assure you that I did not have such an attitude as you 
indicated. 

Mr. Farssrern. Off the record. 

(Discussion off the record.) 

Mr. Rountrer. I must say quite frankly that I have learned here 
this morning the existence of a much greater misunderstanding on this 
question than I knew existed. I did not know there would be such a 
widespread misunderstanding of what appeared to me to be a fairly 
straightforward proposition. 

I think you are right, that it does need to be clarified. 

Mr. Farssrern. I think that I understand the situation and I am 
satisfied to accept it and I assure you I am interested in seeing that 
Israel is not mistreated. Nevertheless, it is obvious there is a mis- 
understanding and I think it is incumbent upon the Department to 
see that it is corrected. 

(Discussion off the record. ) 

Mr. Farestern. I have no further questions. 

Mr. Barrows. Mr. Chairman, I gathered the impression from Mr. 
Farbstein’s question that Israel had not had access to the Development 
Loan Fund. 

Mr. Farrste1n. No,no,no,no. I said I thought I understood pretty 
clearly, and I think I do understand the situation pretty clearly which 
caused me to state that I am for the program irrespective of what 
occurs. 

Mr. Barrows. I don’t think I made clear in my testimony that they 
received one loan of $15 million last summer and a commitment of $5 
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million in addition. A total of $20 million within the past year from 
the Development Loan Fund. This appears in the green book on page 


Chairman Morean. Mrs. Bolton would like to leave these questions 
and requests that you submit the answers for the record. 

Mr. RountTREE. i will be pleased to. 

Mrs. Boron. I was absent this morning and I have to be absent 
this afternoon. 

(In addition to the following responses to Mrs. Bolton’s questions, 
classified answers have also been submitted for the committee’s 
records :) 


Question. What internal reforms have been made in Iran to make our aid 
more effective? 

Answer. An integral part of our technical assistance program in Iran is 
directed toward improvement in government administration. The Iranian Gov- 
ernment is cooperating fully in this endeavor. As to the progress made to date, 
it can only be assessed in relative terms. Among tangible improvements should 
be included increased tax receipts, better budget-making processes, the recruit- 
ment of younger, better-educated Iranians in government jobs and a slow but 
gradual weeding-out of the incompetent, leading to the reduction in the number 
of government personnel. Much remains to be done, however, and the deep and 
basic problems afflicting governmental processes will continue to confront Iranian 
governments in varying degrees for many years to come. 

Other reforms which have been initiated by the Iranian Government include an 
anticorruption campaign in government ministries, the distribution of public 
domain lands, the passage of a stringent conflict-of-interests law directed toward 
government employees, a decree providing for the abolition of feudal dues paid 
by the tenant to the landlord by custom rather than law, and sweeping person- 
nel and other changes in the gendarmerie (the rural police force). 

To evaluate properly the progress made to date in internal reforms the situ- 
ation prevailing a few years ago must be used as the base. From this viewpoint, 
progress has been significant. Needless to say, many Iranians, like other awak- 
ening peoples, are impatient with the rate of progress and would like to see more 
done. This constitutes a real problem for the Iranian Government as it does 
for other governments. 

Question. What is the status of the Egyptian effort to penetrate the Sudan? 
Has there been an increase or decrease in Nasser’s activities in that area? 

Answer. Following the coup d’etat in the Sudan in November 1958 the new 
Sudanese leaders exchanged cordial messages with President Nasser. While 
the Sudanese military have continued to play an increasing role in Sudanese 
affairs, their attention has been primarily devoted to domestic matters. 
{Security deletion. ] 

Question. What is your evaluation of the attitude toward the United States 
of the new government in the Sudan? 

Answer. Following its assumption of power in November 1958, the new Suda- 
nese Government announced a policy of neutrality and nonalinement. The new 
government also confirmed. the previous Sudanese regime’s acceptance of United 
States economic aid and, in so doing, removed a restriction on our aid operations 
which had been imposed by the previous parliament. The attitude of the new 
Sudanese Government has, thus, been generally friendly. However, there has 
been concern in Khartoum regarding U.S. cotton policy as the result of difficul- 
ties experienced by their large surplus of long-staple cotton. 

Question, Sudan’s economic position has been very bad for the past 2 years 
because of the slump in the cotton market. Is there any hope for an improve- 
ment this year? 

Answer. No very significant improvement in Sudan’s financial situation is 
expected this year. A large cotton crop is now being harvested, but, in the 
face of a world surplus and the depressed state of the textile industry, prices 
will be much lower than usual. Even if the entire crop can be sold, the country’s 
foreign exchange earnings during the next year will not be sufficient to cover 
import requirements. .. 

Question. Is it contemplated that the Development Loan Fund will grant any 
loans to the Sudan for major development projects over and above the $10 mil- 
lion for the construction of the textile plant at Khartoum? 
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Answer. Interest has been expressed by the government of Sudan and by ap- 
plicants from Sudan’s private sector for DLF financing for a number of projects 
in addition to the textile plant. If these projects prove to be economically sound 
and funds are available, it is anticipated that additional loans will be made by 
the Fund in Sudan. 

Question. Do you contemplate resumption of major aid to the United Arab 
Republic in the near future? 

Answer. The above question is answered by testimony of the Honorable 
W. M. Rountree on p. 680. 

Question. On the observation that: “The mass of the people expect perceptible 
improvements in their own living standards” Mrs. Bolton raises the question: 
“Do you think these people are prepared to make the necessary adjustments in 
their attitudes and values that must be part of any improvement?” 

Answer. Nearly all of the economically underdeveloped countries are demon- 
strating some willingness to make necessary adjustments in traditional attitudes 
and values. In community development, agricultural extension and other grass 
roots programs, there has been a fairly general indication of willingness by the 
individuals concerned to depart from the traditional attitudes and methods and 
at least occasionally an eagerness to adopt the new. Such old social patterns as 
the joint or extended family system, with the disincentives they provide for 
economic venture, are gradually breaking down at least in urban areas. Evi- 
dence from many countries indicates real progress in rooting out the time-hon- 
ored traditions of indifference and corruption in governments. However, even 
though cultures that in some cases have been static for centuries are now be- 
ginning to change, there can be no question that the need for new attitudes as 
a precondition to rapid economic progress is imperfectly understood by the 
masses and that cultural lags will be a major obstacle to economic develop- 
ment. In our judgment this obstacle, although a serious one, will not generally 
prove to be an insurmountable one. Technical cooperation programs are one of 
the effective means being employed in overcoming it. 

Question. In the case of Pakistan, “there is some doubt as to whether pro- 
duction the past year even kept pace with the growth of population.” Mrs. 
Bolton asked, “Are we waging a losing struggle to make the country economically 
viable?” 

Answer. “While there is some doubt that production in the year just past 
has kept pace with the growth of population, this by no means indicates that 
we are waging a losing struggle to make the country economically viable. . In 
a country such as Pakistan, economic growth to improve output faster than the 
increase in population involves a long, slow process. There are many obstacles 
to be overcome for the removal of which there appear to be no shorteuts. Thus 
far our aid has helped to prevent deterioration in per capita production and 
consumption levels. Moreover, through technical assistance programs we have 
been assisting Pakistan on developing the skills so essential to sustained eco- 
nomic growth. There is also evidence of increasing Pakistani efforts to solve 
some of their own critical problems. While the long-run economic improvement 
of the country is by no means assured, the present prospects, given continuing 
support and assistance, are reasonably promising for making progress toward 
achievement of this goal.” 


Chairman Morean. Judge Saund. 

Mr. Saunp. Just to add a word to what Mr. Farbstein said, it is 
so obvious that the $9.1 million was given to Israel last year and $1.6 
is scheduled for this year—and here is this country of Lebanon, there 
were $13.8 million for Lebanon last year cut down to $1 million this 

ear. 
r It seems on the surface, that we are not going to help Israel and 
Lebanon, the two friendly countries to the United States, because 
of a change of policy toward the Arab couritries. I am not against 
the Arabs or against the Israelis or anything like that. It is so 
obvious. 

$13.8 million for Lebanon in 1959 and it is now $1 million. I asked 
the question of the Secretary of Defense: Is it a fact that Lebanon 
couldn’t dare receive any aid from the United States because of some 
mass movement in the country ? 
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Mr. Rountrer. Would you permit metocomment? = 

Mr. Saunp. You can do that later. You can put it in the record 
and I will read it. 

(The information is as follows :) 


AID TO LEBANON 


Until the civil disturbances occurred in Lebanon in May 1958, the Government 
was in a rather strong financial position. With the outbreak of civil strife 
normal sources of revenue were greatly reduced while most government pay- 
rolls and expenditures continued and, in some instances, increased. In August 
1958, the Government of Lebanon requested, and the U.S. Government responded 
with $2.5 million in grant funds which permitted the Government of Lebanon to 
meet current budgetary requirements, 

Following restoration of political stability, an additional $10 million was 
granted in December 1958, as a “one-shot” operation at the Government of 
Lebanon’s urgent request in an effort to assist it in meeting current obligations. 
In fiscal year 1959, we also had a technical assistance program of $1.3 million in 
Lebanon and supplied $400,000 to the government under title II of Public Law 
480, to relieve emergency food shortages resulting from serious drought 
conditions. 

So far as 1960 is concerned, we plan to continue our technical assistance 
program, if the Government of Lebanon so desires, at a level of approximately 
$1 million. No special economic assistance is planned for Lebanon, as it is be- 
lieved that that Government will not need special financial assistance of the 
type provided in fiscal year 1959. Lebanon has access to the DLF and several 
applications are now being considered. 


Mr. Saunp. Just the other day I was speaking and somebody asked 
me the question, in view of what happened in Tibet, what is India 
going todo? 

I said, “I don’t know. I have no connection with India. I don’t 
meet anybody and I don’t'know much about it, but I will just say 
this, that with Red China on her north and (as the Indians told me 
when I was there in India) with the United States giving [security 
deletion] $80 million of defense support plus military aid, in addition, 
to Pakistan, and the relations between India and Pakistan being what 
they i I don’t think India will dare to do anything else but be 
neutral, 

Mr. Secretary, some years ago Mr. Nixon, speaking in Pakistan, 
matte the statement that neutralism is immoral. Those were his 
words. 

At that time it was the thinking of the State Department to go and 
help the countries who would make military alliances with us. Also 
we shall tell these neutral countries to go hang themselves or they will 
be forced into coming to us for aid on their knees. ; 

Now, I know that the attitude of the State Department has changed 
because we are helping neutral countries in a big way. 

When I was in India, I talked with the members of the cabinet and 
I talked with some other business people, and all of that. 

I came back with the impression that if the Government of Pak- 
istan went over to India and wanted to consolidate with India, it 
will be very difficult to get that accomplished because the Parliament 
of India would be against that. The people of India, it seems to me, 
felt that the. troublesome minority has been taken out of India, and 
made into Pakistan ; they want no part of it. 

Then I came to ‘Pakistan and the American Ambassador told me 
that there are cabinet ministers in Pakistan who sincerely and hon- 
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estly believe that the only ambition of the Indian Government is to 
come and swallow up Pakistan. 

I think there has been a great deal of misunderstanding between 
those two countries. The U.S. Government could use its good offices 
to bring about reconciliation and better understanding. 

We are giving $300 million to India in economic aid, or what we 
call Development Loan Fund, and here we are going to give B-57 
bombers (if the newspaper reports are correct) [security deletion] 

lus defense support and military aid to Pakistan. With the relations 
ween India and Pakistan as they are India will have to spend an 
equal amount to counteract that. 

How do we justify economic aid to India and also to Pakistan when 
one is neutralizing the other? Aren’t we the suckers both ways? 

I just leave you with the thought that, instead of just relying on 
military aid and the military alliances in that part of the world—the 
defection of Iraq proves we cannot depend upon it for one minute—I 
don’t think that our alliance with Iran means a damned thing any 
more than it did with Iraq. I know what the thinking of the people 
there is. The best thi at has happened in that part of the world 
is what my friend Mr. Bentley said—the disillusionment of India be- 
cause of the brutality of the Chinese in Tibet, and the differences be- 
tween Iraq and Nasser—and Nasser’s disillusionment of Communist 
Russia—is really something. 

When we give military aid, there is a disaffection toward the United 
States among those people for the same reason that there is disaffec- 
Gan, egninnt Communist Russia when they use their military power 
in Tibet. ‘ 

I just wanted to leave this thought: Let us not try to have military 
blocs. They don’t mean anything. Let us try to make friends like 
Mr. Pilcher said. 

How much money really goes to the masses? Buying allies for 
illusory protection won’t get us anywhere. 

I didn’t want to give you a chance to answer because you will take 
all of my 5 minutes, You can make your comments and I assure you, 
I will read them. I am for the program, too. I am not against it. 

As long as you are in charge of the Department of State under Mr. 
Dulles, we have to support you. There is nothing else we can do. 

Mr. Rountree, You have made some very stimulating remarks and 
I would like to have an opportunity to respond to them. 

Mr. Saunp. Mr. Rountree, I went to India and I met more people 
than you have done in India—not only the masses, but the leaders of 
India. I went to Pakistan. I went all around and I made a cand 
request that I wanted to see the Secretary of State. I said I had some 
ideas which I wanted to convey to him. 

Neither Mr. Rountree nor Mr. Dulles gave a damn. They think 
they know it all, and that is where the mistake is. All the policies 
are made on the upper level. They don’t think the small people who 
go and meet with the little people have any commonsense or know 


ae 8 Rountrer. A parently the Congresamisn has forgotten that my 
colleagues and I Re 6 very pleasant luncheon with you in the State 


Department during which I pumped you for all the information I 
could obtain. 
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Chairman Morcan. The Chair wants to announce they are in the 
well of the House if you want to answer the roll call. 

Mr. Saunp. But I want to see you, Mr. Rountree, and I want to 
hear your story too. 

Chairman Morean. Mr. Secretary, before Mr. Fulton left he left 
a couple of questions together with explanation and I am going to 
insert, this material in the record and when you answer the questions, 
we will insert the answers at the proper place. 

(The document referred to follows:) 


I am deeply interested in the safety and progress of our good friends in 
Israel, as well as the maintenance of the security of Israel as a fine U.S. ally. 

1. Back in 1951 I was a member of a group of Congressmen who sponsored 
the first proposal that we grant Israel assistance to help her resettle the 
600,000 Jewish refugees who had come into that country from the displaced 
persons camps in Europe and from the Arab countries, Yemen, and Iraq. 

That year Congress wrote in an amendment to the Mutual Security Act 
appropriating $50 million as a grant to Israel to help resettle these Jewish 
refugees. 

The following year the administration accepted our thinking and proposed 
a $70 million grant to Israel which Congress approved. 

Now in the first 10 years since Israel was established she has taken in close 
to 1 million immigrants, many of them penniless, 

She has tripled her population. This year she has taken in many thousands 
from Rumania and other countries behind the Iron Curtain. Under these cir- 
cumstances, it is very difficult for me to understand why we should be eliminat- 
ing all grant aid to Israel in the 1959-60 program. 

2. We don’t grant aid to Israel to help her resettle refugees. At the same 
time, we don’t grant aid to Israel for military equipment nor for defense 
support. I recall she asked for military aid in 1952 and again in 1956. 

Since Israel must maintain well trained and equipped security forces because 
of the hostility of her neighbors, why is she not eligible for military aid and 
defense support from the United States? 

I know that Israel has made substantial progress and that she is increasing 
exports and her reserves. I have seen newspaper reports to the effect that this 
is the reason why the aid program is being curtailed. But isn’t it a fact that 
Israel faces a very serious crisis in the years ahead? 

I am told that she still has a trade deficit of some $350 million; that this is 
covered by payments from reparations and the sale of Israel bonds. But these 
reparations will soon come to an end and she must soon begin to pay off Israel 
bonds. Is it not urgent that she develop her economy and increase her exports 
as quickly as possible so that she may be able to meet the demands on her 
economy in the next few years? Does not this argue for an increase in our 
aid to Israel rather than a decline? 

Does the end of grant aid mean a reduction in the aid program to Israel or 
is it the administration’s intention to increase loans and surplus food to make 
up the difference? 

In going over our program of aid to Israel, I see that we have had a very 
large-scale program of surplus foods. I assume that Israel has been anxious 
to acquire these foods and that they are being pag 90H but do these ship- 
ments generate adequate purchasing power to enable Israel to meet her needs 
for equipment and raw materials, particularly when her proceeds from exports 
must be earmarked to buy her military equipment? 

Do we propose to renew economic aid to Egypt? Do we tow believe that 
Colonel Nasser is a reliable friend of the West and eligible for our assistance? 

Isn’t there some danger that curtailment of our assistance to Israel will be 
misinterpreted in the Near East? Isn’t there a danger that it will be 
by the Arabs as an indication that we are withdrawing port from Israel, 
and won’t this encourage them to intensify their boycott and their hostility? 

The United States acted immediately in the niatter of economic 
to the new revolutionary government of Cuba. What are our U.S. plans for the 
strategically located new Republic of Cyprus, whose leader, Bishop Makarios, 
is a good and devoted friend of the American people? 

8. How can we justify our refusal to grant aid to Israel under these cir- 
cumstances when we have granted military aid to Arab countries like Jordan, 
Saudi Arabia, Iraq, and Lebanon? 
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Chairman Morcan. The committee stands adjourned until 2: 30. 

Whereupon, at 1 p.m., the committee adjourned, to reconvene at 
2:30 p.m., the same day.) : 

(In addition to the following responses to Mr. Fulton’s questions, 


classified answers have also ‘been submitted for the committee’s 
records :) 

Question. Since Israel must maintain well trained and equipped security 
forces because of the hostility of her neighbors, why is she not eligible for 
military aid and defense support from the United States? 

Answer. Israel has traditionally obtained its requirements for military equip- 
ment-from Western sources other than the United States. In its extensive aid 
to Israel, the United States has concentrated on economic aid which has sup- 
plied vitally needed food supplies, and at the same time helped meet. Israel’s 
heavy deficit in international payments. We anticipate the continuation of 
such assistance. 

Question. I know that Israel has made substantial progress and that she is 
increasing exports and her reserves. I have seen newspaper reports to the 
effect that this is the reason why the aid program is being curtailed. But 
isn’t it a fact that Israel faces a very serious crisis in the years ahead? I am 
told that she still has a trade deficit of some $350 million; that this is covered 
by payments from reparations and the sales of Israel bonds. But these 
reparations will soon come to an end and she must soon begin to pay off Israel 
bonds. Is it not urgent that she develop her economy and increase her exports 
as quickly as .possible so that she may be able-to meet- the demands on her 
economy in the next few years? Does not this argue for an increase in our aid 
to Israel rather than a decline? 

Answer. It is evident that Israel needs to develop its economy and increase 
its exports as quickly as possible. We agree that that is one of its major 
problems, and U.S. aid programs in Israel, technical as well as economic, are 
designed, in cooperation with the Government of Israel, to achieve this end. 
We believe that the form of U.S. assistance should be that best adapted to the 
circumStance prevailing in the country receiving aid. Thus, total U.S. aid to 
Israel emphasizes assistance in meeting Israel’s serious food deficiency. In 
fiscal year 1959 special assistance made available to Israel was used under the 
terms of section 402 of the Mutual Security Act to cover surplus agricultural 
commodities for local currencies. 

Israel will have continued access to Public Law 480 supplies to meet its needs 
for agricultural commodities. It is anticipated that these resources can in the 
future meet such requirements adequately without additional use of special 
assistance. Sales of U.S. surplus agricultural commodities under Public Law 
480, for Israeli pounds, enable Israel to procure needed food and fiber imports 
without the expenditure of foreign exchange. The bulk of the local currency 
generated by such sales are available to Israel to support the country’s devel- 
opment program. 

In the past, Israel has submitted loan applications to the Development Loan 
Fund which has made commitments to meet specific development requirements. 
Israel can be expected to propose additional projects suitable for assistance to 
its development program. 

It is believed that Israel’s needs for U.S. assistance can be adequately met 
from the various sources of aid without requiring special assistance. Should 
there be economic deterioration which we could now foresee, requirements could 
be reconsidered in the context of total availabilities for assistance including any 
appropriated contingency funds. 

Question. Does the end of grant aid mean a reduction in the aid program 
to Israel or is it the administration’s intention to increase loans and surplus 
food to make up the difference? 

_ Answer. The failure to include grant aid does not mean a reduction is planned 
in the overall level of U.S. aid to Israel. This Government has consistently 
responded generously to Israel’s requests for assistance, utilizing resources 
available in a manner best designed to serve United States as well as Israel’s 
interests. Since a large part of Israel’s imports consist of foodstuffs, farm 
surpluses available to Israel under Public Law 480 provide a most useful 
means of enabling Israel to reduce its foreign exchange requirements for this 
category of goods. In fiscal year 1960 this type of assistance is expected to 
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continue at a level of about $35 million. To cover import requirements for 
capital goods, DLF financing is available for sound economic projects. At 
present, Israel has filed applications with the DLF which total $40 million. If 
adequate funds are available for this institution, a significant volume of loans 
may be advanced for worthwhile projects. 

Question. In going over our program of aid to Israel, I see that we have had 
a very large-scale program of surplus foods. I assume that Israel has been 
anxious to acquire these foods and that they are being stockpiled, but do these 
shipments generate adequate purchasing power to enable Israel to meet her 
needs for equipment and raw materials, particularly when her proceeds from 
exports must be earmarked to buy her military equipment? 

Answer. The supply of substantial quantities of agricultural commodities 
under Public Law 480 eases Israel’s foreign exchange burden by making it 
possible for Israel to utilize foreign exchange received from exports and other 
sources, i.e., private contributions and sale of bonds in the U.S.-German repara- 
tions and restitution payments, to meet its other import needs. In addition, 
the Public Law 480 sales in Israel generate local currency funds which assist 
in financing the local costs for Israel’s development program. 

Question. Do we propose to renew economic aid to Egypt? 

Answer. The above question is answered by testimony of the Honorable 
W. M. Rountree on p. 680. 

Question. Isn’t there some danger that curtailment of our assistance to Israel 
will be misinterpreted in the Near East? Isn’t there a danger that it will be 
regarded by the Arabs as an indication that we are withdrawing support from 
Israel, and won’t this encourage them to intensify their boycott and this 
hostility ? 

Answer. The fact that the United States does not elect to supply assistance 
to Israel in a particular form does not indicate a withdrawal of U.S. interest 
in or support for Israel. There is no reason to believe that a modification of 
the form of assistance will be misinterpreted as a shift in the degree of U.S. 
interest. 

Question. The United States acted immediately in the matter of economic 
assistance to the new revolutionary government of Cuba. What are our U.S. 
plans for the strategically located new Republic of Cyprus, whose leader Arch- 
bishop Makarios is a good and devoted friend of the American people? 

Answer. This question is answered by Mr. Rountree on p. 680. 


AFTERNOON SESSION 


Chairman Morcan. The committee will come to order. 

We meet in executive session on continuation of the hearings on 
the mutual security bill authorizing funds for fiscal year 1960. We 
completed all our testimony by the witnesses this morning, and we 
are now in the question and answer period. 

I see several members here who did not get a chance to ask their 
questions this morning. 

Mr. Chiperfield, do you want to start now, or do you want to wait 
for a while? 

Mr. Currerrietp. Thank you, Mr. Chairman. I was unable to 
be here this morning. Therefore, I would like to pass now and per- 
haps ask some questions later. 

holeaan Morean. Mr, O’Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. 

Admiral, in your statement, if my memory is correct, you stated 
we were going to aid Jordan in building up its army, that we were 
going to buy new weapons and modernize the Jordanian army. 

ce athe RANTHAM. Yes, Sir. 

Mr. O’Hara, Are we doing anything for Israel? 

Chairman Moraan. Mr. O’Hara, this was very thoroughly dis- 
cussed after you left the room this morning, but the Admiral can 











660 


answer your questions for the record. There is a good bit of testi- 
mony in the record on Israel from this morning. 

Mr. O’Hara. Unfortunately, Mr. Chairman, sp a member of 
the Inter-American Subcommittee I felt it was an obligation on my 
part to be on the floor of the House. 

I am very much interested in the Israel matter. I havo been 
receiving many letters from my district, and there is a feeling this is 

utting a dagger in the back of Israel. I can say frankly there is a 

eep resentment in my district and I cannot understand this proposed 
thrust at Israel. That is why I was interested in what you said about 
building up the army of Jordan. You know the situation there as 
regards Israel. 

Admiral GranrHam. Yes, sir. 

Mr. O’Hara. How can anyone interpret what is proposed as other 
than indicating a new policy intended to sacrifice Israel? How can 
Iexplain it? 

Admiral Grantuam. I would like to answer briefly, but this is 
principally a political question, and I would like to ask Mr. Rountree 
to speak to the major part of it. The fact is that we do not have a 
grant military aid program for Israel and are not currently planning 
on furnishing grant aid to Israel for military purposes. 

Now, Mr. Rountres can answer if he will for the political aspects. 

Mr. Rounrrer. Mr. O’Hara, as you have indicated we do plan to 
provide military assistance to Jordan which is pursuant. to our policy 
of rendering to Jordan aid which we consider essential for the 
preservation of the independence and integrity of that country. 

The primary emphasis in our assistance to Jordan, as you know, 
has been in the economic field, including budgetary assistance, because 
those are the fields where the aid is most urgently required. 

One of the greatest problems the Jordanian Government faces is 
the maintenance of what is regarded to be an essential military force 
for the preservation of internal security and a reasonable defense 
against outside aggression. 

The budget problem derives in large part from the impact of the 
military forces in Jordan. As indicated, the greater portion of our 
contribution for budgetary aid to Jordan is for the budget represent- 
ing military expenditures. 

ow the Jordanian Army is equipped on the whole with materials 
that have been in the country for many years. In order to maintain 
a reasonable standard in the Jordanian forces, obviously certain 
replacement items have to be acquired from time to time and the 
Jordanian economy does not have the resources with which to make 
purchases of that equipment. 

It is with respect to the minimum replacement items that we con- 
sider it in our national interest to help Jordan. 

Referring to your question regarding Israel, we do not have a 
military aid program in Israel now, nor have weever. As I indicated 
in earlier testimony, Israel normally looks to European sourees for 
military supplies, and we have considered that a continuation of this 
situation is wise. However, this does not mean that we are not 
interested in Israel or that we do not continue very substantial 
programs in Israel to permit Israel to carry out the requirements of 
any sovereign state. 
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As you know, a large part of Israel’s resources, external. require: 
ments, come from the United States, both in the form of aid from 
the U.S. Government and from contributions of American citizens. 
They also receive reparations from Germany, and other revenues that 
make it possible for Israel to maintain not only its economy, but a 
rate of progress that has been extremely impressive due to the re- 
mairieales ingenuity and enthusiasm of the Israeli Government and 
people. 

The main assistance to Israel from governmental sources in the 
present year has been in economic development, surplus foodstuffs, 
and some assistance which was scheduled in fiscal year 1959 under 
the special assistance program. The special assistance p to 
Israel for fiscal year 1959 is $714 million, all of which is being used 
for the purchase of surplus foodstuffs which might be provided under 
Public Law 480. 

As I indicated earlier, the decision to remove special assistance, 
of which the $714 million in fiscal year 1959 special aid to Israel 
was the current provision, was not a reflection of an attitude 
of lessened interest in Israel, but a feeling-that other elements of the 
US. aid programs could more effectively serve to provide the kind of 
assistance which we believe Israel needs. 

You ask what we are doing for Israel. While there is no military 
aid program for Israel, I am sure that you will reeognize the substan- 
tial economic assistance which the United States has provided to 
Israel and the resources which Israel has obtained otherwise that has 
made it possible fur Israel to meet its requirements in all fields, inchud- 
ing the security field. 

Mr. O’Hara. Well, Mr. Secretary, I am not necessarily quarreling 
with what you are doing for Jordan, but I am thinking of how I can 
answer my constituents. Here you are buying new weapons for the 
Jordanian troops. You are equipping their army, and they are in 
a cold war certainly with Israel, and occasionally it is a shooting war. 
And then you are cutting out entirely the grant to Israel, and you 
excuse it by saying that Israel is making such progress herself, and 
large sums of money are being contributed by individual Americans. 
That is, you penalize Israel because of what she is doing on her own 
and through the help of her friends. And while you are cutting off 
this grant you are increasing what you are doing for Jordan and 
the Arab countries that are hostile to Israel. 

There are questions, Mr. Secretary, that I cannot answer to my con- 
stituents unless you can furnish me better reasons than any I have 
heard advanced, 

Mr. Rountres. Well, sir, I would like to think the reply that I 
have just given is a fair and reasonable statement of our attitude on 
this question. 

There are various forms of assistance that are given to various 
countries under various circumstances, I think earlier, for example, 
someone mentioned that some countries are shown with littl or no 
funds specifically programed in the books before us, India was given 
as an example of such a country. We. have a $10.5 million technical 
cooperation program for India, and there is no indication in the 
tabulation in this book that is before you that our total’ program fo: 
India will exceed $10.5 million. In point of fact, by virtue of the 








662 


Development Loan Fund and the Export-Import Bank we have re- 
sources which we believe can and should be made available to India 
to help in its development program. 

Incidentally, India is a country that prefers loan assistance to 

ant assistance, and the nature of our programs there, including the 

velopment Loan Fund, Public Law 480, the Export-Import Bank, 
and so forth, has made it possible for us to — out very substantial 
programs in India. I feel very strongly, and I believe the Depart- 
ment and the executive branch feel very strongly, that in the forth- 
coming year the United States, along with other countries, should 
contribute to Indian requirements for the success of their second 
5-year program. 

These facts are not recorded in the special assistance figures before 
you. Nor are all the facts recorded in the tables before you with 
respect to Israel. This green book describes for economic aid onl 
the proposals which, if Congress appropriates funds, would be ad- 
ministered by ICA. 

In no sense is our interest in Israel development lessened, but, rather, 
it is a question of most effective utilization of the total resources avail- 
able to us, including programs that are not being justified before this 
committee at this particular time. 

Mr. O’Hara. Well, for one, you have the hope that the Development 
Loan Fund may help out. But in the event the appropriation is not as 
large as we hope, will there be any chance of Israel getting any help 
from that source? 

Mr. Rounrrez. I would like to say, sir, that I believe our effort 
in Israel will suffer if we do not receive a substantial Development 
Loan Fund appropriation, and that would be the case whether or 
not we had special assistance in the magnitude of that reflected last 
year. Not only would our interest in Israel suffer, but quite obviously 
our interests in many countries would suffer, in my judgment 
disastrously. 

Therefore, I earnestly hope that the contingency which you mention 
would not materialize. I also hope that it is not likely that this appro- 
priation would be reduced so that the figures we have before us 
would be meaningless in indicating the magnitudes that are required 
in our judgment to carry out our responsibilities in this area. 

Mr. O’Hara. Mr. Secretary, I do not want to take any more time 
of the committee. Through no fault of my own I was unable to be 
here after the House convened, and the chairman informs me the 
subject was gone into exhaustively. But I do urge you to reexamine 
your position and restore the grant to Israel. I cannot emphasize 
too strongly the unfavorable reaction of the American people if the 
grant to Israel is not restored. I shall support on the floor an amend- 
ment to that effect, and I can assure you the amendment will carry. 

Mr. Rountrer. I may say, sir, that I have been impressed by the 
comments that have been made by the members of this committee 
today, and I am quite sure these comments will be very carefully 
weighed by the executive branch. 

Mr. O’Hara. I would appreciate that and I do hope that on reex- 
amination the administration will alleviate the shock of the Ameri- 
can —_ when they learned that it was proposed to end grant aid 
to Israel while increasing the military aid to Israel’s enemies. 
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I do want to impress upon you how serious is the reaction of the 
American people. 

Thank you, sir. 

Chairman Morean. The Chair would like to proceed to call on all 
the members who did not get a chance to question this morning. 

Mr. McDowell. 

. Mr. McDowet. .Thank you, Mr. Chairman. 

There is a total of $412 million in the book, as I recall, that is going 
to Greece, Turkey, Iran, and Pakistan. ' : 

Now, in comparing this $412 million in those countries, there is 
$10.5 million allocated for India. Is that purely a military decision ? 

Mr. Rountree. No, sir; it is not. 

First, let me say that the $10.5 million for India is for technical 
assistance only. As I indicated a few moments , this does not 
reflect the total magnitude of assistance we may be able to provide for 
India during the forthcoming year. 

The reason that the military assistance amount reflected for Turkey, 
Iran, Pakistan, and Greece is in comparison with the program as a 
whole, because of the particular nature of the requirements in those 
countries under this particular program, the .mutual security pro- 
gram, in the context of their participation in collective security or- 
ganizations in which we are vitally concerned. 

It is the military requirement in Greece, and in Turkey, that leads 
to a very substantial request for military end items plus economic 
assistance to support their military programs, or, to use a technical 
term, defense support. These requirements are, in f based on 
military a ee. in the context of our total political and economic 
evaluation of the situation not only in these countries, but in terms 
of their participation in collective security arrangements which, of 
course, are vital. 

I mention Greece and Turkey in particular. The same considera- 
tions apply to Iran and Pakistan. 

Mr. McDowett. I don’t think you have answered my question. I 
do not know whether you can answer it or not. It still seems to me 
part of the difficulty—I speak for myself as a member of the com- 
mittee, and I think for a great many people of our country, and their 
failure to understand the necessity for the expenditure of large sums 
of money in the past and continuing in this area, in the Middle East, 
because somehow or other they do not grasp the military significance 
and its important relationship to economic aid in these countries. It 
is difficult for the people of our country who are paying for this pro- 

to realize that it is necessary to maintain the internal security 
in these foreign countries through military support programs and 
that in this way we get the greatest return on the money spent to 
guarantee our own internal security. 

Now, it seems to me if we said frankly “Yes, the only reason that 
we feel it necesssary to spend $412 million in these countries as op- 
posed to a smaller amount—whatever it may be, a much smaller 
amount, for instance, in India—is because it is for the security, the 
military security of the people of this country.” 

You don’t seem to agree with me, I gather 

Mr. Rountree. I am not sure that I don’t, if I understand your 
position. 
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I think it is quite clear that a major portion of our military assist- 
ance program to Greece, to Iran, to Pakistan, and to Turkey, the four 
largest. programs reflected here, are programed because of military 
security considerations which have an important origin im the fact 
that these countries are associated with us in collective security ar- 
rangements. 

eir security in a sense contributes to our own security. It is 
military requirements of NATO, for example, that have led to these 
rograms in Greece and Turkey exceeding the capabilities of the 
reeks and Turks to support without our substantial help. And so 
it is for security reasons, our own security reasons, that we want to 
help these countries become effective participants in collective se- 
curity arrangements, as indeed Greece and Turkey are. 

They are stanch members of NATO and are a vital part of the 
combined strength of the NATO countries in defense against aggres- 
sion, ; 

Mr. McDowe tz. Is there not also a psychological point here, that 
if these four countries—for instance, such as the indication is now 
with Iraq—should go behind the Iron Curtain, would that not be 
quite a blow throughout the world to the prestige of this country? 

_Mr. Rountree. It would be a tremendous blow, I agree with you, 
sir. 

' ‘There was a comment earlier, I might say—I have forgotten which 
Congressman made the observation—that we were engaged in collec- 
tive security arrangements with Iraq, which withdrew from those 
collective security arrangements. 

Just for purposes of accuracy, I would like to point out that Iraq 
was a member of the Baghdad pact. We were not a member of the 
Baghdad pact. Therefore, we were not directly involved in collective 
security arrangements with Traq although we supported in principle 
the purposes of the Baghdad pw insofar as they related to collective 
measures against the threat of international communism. 

But certainly the loss of any country to international communism 
would be a great blow to the interests of the United States, and the 
loss of any of these countries that you have mentioned, sir, to inter- 
national communism, would be a very serious blow, indeed. 

Mr. McDowe tu. As a matter of fact, that is why we are there and 
why we have been there. Ever since the Truman plan, and it is the 
reason we are still there. There is no other reason, is there, really? 

Mr. Rountrer. Well, I should say that the concept of collective 
security oo the threat of international communism has been very 
strong and one of the most vital aspects of our policy in these voun- 
tries since the inception of our aid program. 

Mr. Barrows. May I answer to this point, sir? If you take only 
the $10 million pares for India in form of technical cooper- 
ation, and don’t take account of the fact that India is the biggest 
recipient and has always been, I believe, the biggest recipient of 
Public Law 480 sales aid, and don’t count the Development Loan 
Fund and other loans the country has received, I think you have an 
erroneous impression of the emphasis we are putting in. 

I believe you will find, for example, if you add up allt 
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received more aid from the United States, even allowing for the fact 
that Pakistan has received a substantial amount of military assistance, 

Mr. McDowexu. That is in the past, but that is not true of the 
projected program for 1960. sO 4 ot} 

Mr. Barrows. The only thing is, we don’t project in this program 
beyond the Public Law 480 sales that may be made to a country, for 
the Development Loan Fund, which is not programed in advance. 

Mr. Hays. But it is Public Law 480 sales, isn’t it, it isn’t a grant? 

Mr. Barrows. It is sales for local currency. 

Mr. Hays. All right. They have to put that in their budget, don’t 
they ? 

Mr. Barrows. I suppose some do, yes, especially for stocks but the 
fact is the goods are sold on the market and it amounts to additional 
assistance on a loan basis. This is the basis India has preferred and 
it saves them the value in dollar exchange. 

I have a breakdown of U.S. aid from. all sources, beginning from 
the year 1951, totaling more than $1,700 million to India. A corre- 
sponding figure for economic aid to Pakistan is approximately $970 
million, exclusive of [security deletion] military assistance of the kind 
you are talking about. 

Again, as in the case of Israel, if you look only at the ICA-admin- 
istered part of the U.S. program you do find it: misleading. 

Mr. Rountree. I think there has been a substantial misunderstand- 
ing here resulting from the fact that the programs, in the presentation 
book before you, do not purport to reflect the totality of our aid 

ible for any of these countries. Failures to understand this 

act could lead to serious misunderstandings with respect to our 

intentions regarding any single country. Two that have been men- 
tioned in particular are Israel and India. 

Now, the fact that the programs in these countries are confined to 
technical cooperation I want to emphasize again, by no means implies 
that the total U.S. effort will be confined to technical cooperation. 
We are counting on Development Loan funds, Public Law 480 and the 
Export-Import Bank, for example, as means for supplying their 
requirements which we can support in the forthcoming year. 

Mrs. Cuurcu. Would the ers me yield? 

Mr. McDowet.. I would be glad to yield. 

Mrs. Cuurcu. I wonder if it would be possible for the Department 
to supply the committee with a list of your expectations under those 
other sources as well as with the facts and figures presented in the 
books, for each country ¢ 

Mr. Barrows. We haven’t made firm prognastications in every case. 
However, we estimate requirements in the case of surplus agricul- 
tural products although it is difficult, before the start of a crop year, 
to anticipate percisely what they are going to — or what may 
be available, and I actually think orbetien guide is what we did 
over the past period. 

Throughout here we have made certain estimates. For example, 
if you would refer to page 99, in the case of Israel for which sales 
of $38 million worth of title I, Public Law 480 assistance are projected 
in the current year, we estimate [security deletion] will be needed 
next year. 

But to take another illustration from the recent past: Greece, when 
Greece has a bad crop year we have helped out with Public Law 480 
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grains. Greece had a couple of good crop years, and we don’t antici- 
pate a crop failure in the near future covered by these projections. 

Mrs. Cuurcu. It seems to me to be begging the question, to ask us 
to base our consideration only on a partial picture which you ask us 
to interpret in the light of your statement that you expect other unspe- 
cified funds from other places. 
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Mr. Barrows. It is gare with respect.to Development. Loan. 


funds, where it is hard to prognosticate and I have to note the fact 
that we do forecast an estimate of the sales here in Public Law 480. 

Mr. Bentteyr. It might be helpful to show that the unclassified book 
shows a total of approved loans to India of $175 million, and $20 
million for Israel. 

Mr. Hays. Will you yield to me? 

Mr. McDowe tt. I will be glad to yield. 

Mr. Hays. Would you people like to have us write in specifically 
and spell out how much money is going to be reserved in here for Israel 
and India? 

Mr. Rountree. I do not believe that would be helpful. 

Mr. Hays. That is exactly what is going to happen to you unless 
you come up here and tell us what you propose to do because I can 
practically guarantee you that if I offer an amendment.on the floor to 
give Israel what they had last year that it will pass. 

Mr. O’Hara. By a large vote. 

Mr. Hays. And I propose to do that unless you conclusively satisfy 
me and make me believe that you mean it, specifically what you expect 
to do for Israel, and if it doesn’t satisfy me I propose to offer the 
amendment. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Meyer. 

Mr. Meyer. Thank you, Mr. Chairman. 

Mr. Rountree, I want to ask you several questions so I hope you can 
give me rather brief answers, if possible. 

One of them relates to Jordan. It seems to me that the assistance 
there could be thought of in two ways. I had assumed that this assist- 
ance was for Mutual Security and I personally fail to see where any 
great contributions on our part to Jordan are in the interests of our 
mutual security with one exception, that if we are thinking of main- 
taining them internally. I don’t think their military forces will help 
us any, but your objective may be to help them internally; to keep 
this more or less puppet ey wenn alive; to take over a puppet gov- 
ernment such as Britain had there, and that we are going to attempt 
to do the same thing, and support their economy indefinitely ; is that 
actually the objective? If it isn’t, how are they going to really assist 
us in the mutual security program ! 

Mr. Rountree. I think our main objective, sir, is to assist in main- 
taining a stable situation in the area, including a stable situation in 
Jordan. We believe that the economic and military aid we propose 
in Jordan is essential to maintaining the stability and security of the 
Jordanian State. Any departure from that in our judgment would 


lead to a situation that would be highly detrimental to the general area’ 


and to our own national interests in the area. 
Mr. Meyer. I can understand that approach. I don’t see how it 
will contribute a great deal to our personal security, however. 
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Then in the case of Saudi Arabia, is it true what we have heard 
about the atrocities that have occurred in the past in Saudi Arabia.? 
The suppression of people by the regime ? 

Mr. Rounrresr. I don’t know what you have in mind, sir. 

Mr. Merysr. There has been talk coming out of there that in the 
past they have done such things as cut off people’s hands—I don’t like 
to mention that particularly use we have heard this tale about 
many other places, but it is rather important to know whether there 
is any truth or any substance to such charges. 

Mr. Rountres. Certainly it is true, sir, that the legal system, the 
social system, the customs and traditions in Saudi Arabia are quite 
different than in the United States, and other western countries, and 
I believe their methods of punishment, for example, are sometimes 
unusual to westerners generally. 

Tradition and custom in that country, as in other countries, have 
led them to pursue methods of this sort, but I don’t believe that that 
reflects in any way upon the desire on the part of the United States 
to maintain relations of the most friendly possible character with the 
Government of Saudi Arabia. We hope that the influence and effec- 
tiveness of our relationship will improve. [Security deletion. ] 

Mr. Meyer. How does our helping them so that they will have an 
army [security deletion], contribute to our mutual security? To me 
it appears mainly as a way whereby we can strengthen the feudal 
regime to maintain itself, and not contribute to our mutual security. 

r. Rountree. We have many common interests with Saudi Ara- 
bia, as we do the other countries of the area. We have maintained good 
relations with other countries whose systems are different from our 
own. Certainly, the established regime in Saudi Arabia is a continua- 
tion of that that has existed for a long time from the very outset of 
our relations with that country. The relationship has been profitable, 
has been mutually advantageous. It has been mentioned here that we 
do in fact have certain uses of an important air facility in Saudi 
Arabia. American firms operate oil interests in Saudi Arabia, and 
the general nature of our relations with Saudi Arabia have demon- 
strated clearly that it is in our interest to continue to maintain good, 
sound relations with that government. 

Mr. Meyer. Well, it seems like we have a double standard of mor- 
ality, and that where something like oil is concerned, and the welfare 
of some of our big industries, that we can tolerate this so-called bru- 
tality, and other things that are wrong, and yet when the same things 
happen in countries that we don’t like, then we bring out all the thin 
that are bad about them, and we don’t even have any relations with 
them, so that we can negotiate any differences, and to me that is not 
in the interests of the United States, or in the development of our so- 
called mutual security. 

You might think it is, but I don’t. 

Mr. Rountres. There are few countries in the world with which we 
maintain relations but where we do not have differences in our 
systems. They differ in almost all countries. 

The desire on the part of the United States to maintain good rela- 
tions with Saudi Arabia or in any other country, does not imply we 
underwrite, approve, or endorse everything that goes on in that coun- 
try—all of its policies, its traditions, or customs. But we do believe 
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it is not only desirable but quite natural that we would maintain the 
best possible relations with Saudi Arabia, as we would with other 
countries with which we have so much in common. 

Mr. Meyer. That isthe very point. We want Arabian oil and profits 
from that area, so they are ail right. But the Chinese are completely 
wrong, and the things that they do~ant I admit they do many things 
that I don’t approve of—are completely wrong just because we say 
they are no good to begin with. That is the point I am bringing out. 

What is good and what is bad? Something that puts money in 
your pocket or something that in itself is either right or wrong? 

Mr. Rountres. The suggestion that our desire to maintain good 
relations with Saudi Arabia or with any other country is predicated 
upon any particular financial interest I do not believe to be borne out 
by the facts. 

It is true that we and the Western World have considerable interests 
in the continued flow and availability of Middle Eastern oil, including 
Saudi Arabian oil. It is also true that the United States attaches con- 
siderable importance militarily to the continued use of the important 
facilities in Saudi Arabia. 

Chairman Morean. Mr. Secretary, isn’t it true that two-thirds of 
the world’s known oil deposits are in the Middle East, and wouldn’t 
that be of military importance to us to protect that oil if we ever got 
into a worldwide conflict ? 

Mr. Rountree. I can tell you that two-thirds or over two-thirds, 
70 percent, of the free world’s proven oil resources are in the Middle 
East, in connection with which there is no alternative that would be 
entirely satisfactory. There is the dependence of our NATO allies on 
that resource. There is the strategic value of the Middle East, not 
only in terms of oil and other resources, but in communications, and 
so forth. These considerations are such as to make clear, Mr. Chair- 
man, the fact that our vital interests in the Middle East render it 
clearly desirable to maintain the best possible relations with the 
countries of the area. 

Mr. Meyer. And we cut down on oil imports in the interest of the 
United States, and this is done under the President’s orders for the 
security of the United States. 

Mr. Rountree. I might say, sir, that while Middle Eastern oil 
might not be vital to the economy of the United States and while 
there are other considerations to which you have referred that affect 
our own oil importation policy, this is not true with respect to our 
NATO allies and the other European consumers who do in fact depend 
upon Middle Eastern oil. 

Mr. Meyer. I am just tired of the inconsistencies. When you want 
to you can say a country is good, and when you want to you can say 
they are bad. And all the inconsistency that follows thereupon is 
almost without end, as far as I am concerned. 

That is all, Mr. Chairman. 

Chairman Moraan. Mr. Bowles. 

Mr. Bowtzs. Mr. Secretary, as you know I am a stanch friend and 
supporter of the mutual aid program. What concerns me is our over- 
emphasis on the military in some areas. I do not mean in Europe, or 
Vietnam, Formosa, and so on, but in Latin America, Africa, and 
parts of Asia. 
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I know that you agree, for instance, that the security of the whole 
south Asia area is dependent upon the political stability of the area. 
I wonder if you feel in retrospect that the Pakistan arms agreement 
of 1954 has added to the political stability of that-area, or has it invited 
the Soviet Union into Afghanistan and seriously and fundamentally 
disturbed relationships between Afghanistan, Parkistan, and India, 
pes al upon which the future of the whole area obviously 

epends 

r. Rountree. Mr. Bowles, I would be less than frank if I said that 
the implementation of our military assistance program in Pakistan 
during the years that you mentioned has not cneiodpechinall for us 
in our relations with other countries. The question is obviously 
whether or not, on balance, it has been wise to pursue our military 
progeain with Pakistan, and whether, on balance, our program should 

continued in the future. 

I believe clearly that is the case. Pakistan is a stanch member of 
SEATO and the Baghdad Pact. It has joined those nations of the 
free world and proclaimed determination to cooperate with them for 
mutual security and defense against international communism. It has 
asked us as leader of the free world and as a nation whose own policies 
have consistently been to support the principle of collective security 
to help provide the military equipment that is necessary to maintain a 
rere ta force for legitimate self-defense, and for participation in 
collective security arrangements. 

I think it is undoubtedly true that our military program in Pakistan, 
and indeed the Pakistan military organization, have created economic 
problems of considerable magnitude, and it is thus necessary for us to 
supplement or parallel our military aid with substantial economic aid. 

n the best of all possible worlds if the situation had been such that 
it was not, in the considered judgment of the Government of Pakistan 
and those who believed in Pakistan’s role as a member of the free 
world’s collective security organization, necessary to maintain military 
forces at that level, and all of the resources could have been put into 
economic development, it would have been better. 

Unfortunately, that is not the case, and military requirements have 
been established. that we feel it is in our interest to support. 

Now, sir, you mentioned the stability of the area, the reaction 
among other states. I think all nations maintain what they consider 
to be essential military establishments. Our economic aid program 
in India has permitted India to carry out an economic development 
program which we believe is vital. We believe that it is extremely 
important for the free world to support it. 

Mr. Bowues. May I just say this: What we have gained out of this 
aid program is a certain number of excellent Pakistan divisions. On 
the other side of the balance sheet we have some serious losses, 
Shortly after the agreement. was signed the Pakistanis closed the 
Afghanistan border. This forced Afghanistan world trade to go 
through the Soviet Union. It resulted in a major Soviet loan of both 
military and economic equipment to Afghanistan. 

A British general said to me in 1957: “I don’t know how many 
thousand Britishers and Indians died to keep the Russians out of 
Afghanistan. But I do know that since the signing of the U.S- 
Pakistan arms agreement Russia has made more progress in this area 
than it had in the previous hundred years.” 

38361—59—pt. 3——10 
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I don’t think that is an overstatement. 

If half of the cost of this arms agreement had been spent in devel- 
oping the waters of the Indus for the common use of Pakistan and 
India we might have done much to bring these two great nations to- 
gether; instead our action has helped to increase their differences. 

The building of a port for the Afghans on the Arabian sea, would 
also have increased the stability of this whole area. The Afghans 
have always wanted such a door to world trade. 

I feel that the agreement was a mistake from the point of view 
of the Pakistanis, ourselves and everyone else. 

Mr. Rountree. I agree that the Soviet Union has exploited this 
situation. 

Mr. Bowtss. Of course they have. 

Mr. Rountrer. And the Soviet Union would exploit any other op- 
portunity they have for injecting themselves into an area, and increas- 
ing their influence. If it had not been the arms ment with Pak- 
istan, Pakistan’s adherence to SEATO, and Pakistan’s membership 
in the Baghdad Pact, it would have been something else. 

Mr. Bowtzs. Mr. Secretary, may I add a word about Afghanistan. 

I read that the Soviet roads there are falling apart. But I also 
think we should remember that our Helmand River project has been 
something less than a success. I have also heard Afghans complain 
about the fact that our agreement to build a major road over a year 
ago has not gone very far. We have no right rm complacent about 
developments in Afghanistan. 

Mr. Rountree. I agree with you that complacency is a bad thing 
in principle, and certainly it would be when related to this area. 

I might say that we are not complacent in connection with devel- 
opments in this area. We are quite aware of the inroads of the Soviet 

nion, and we are also doing everything we can to implement—ef- 
fectively implement—the projects which we have undertaken in, for 
example, Afghanistan. There have, however, been delays that I very 
much regret. 

Mr. Bow.zs. Up to the arms agreement in 1954 the Afghans had 
successfully and courageously resisted Soviet blandishments. 

We can not now undo what has been done. We must look-ahead. 

We must do all we can to bring India and Pakistan together. Their 
differences must be eased, also the differences with Afghanistan. 

This area can only be secure if it can be induced to work together 
on the basis of common understanding and common interests. 

Every thoughtful Pakistani agrees that if India fails Pakistan 
could be placed in a desperate situation. And vice versa. 

I earnestly hope our policies will begin to help to bring these na- 
tions together. They are both our good friends and we should play 
no favorites. 

Mr. Rountrer. Mr. Congressman, it is our earnest hope that the 
problems of India and Pakistan can be resolved and that the nations 
can work more closely.together ; that, indeed, the relationships among 
the several states there will show improvement. 

Mr. Bow tes. I might add that the record which has been placed 
before us indicates that India is increasing her military budgets. 
This is incorrect. The new budget presented a couple weeks ago to 
the Indian Parliament called for a $50 million cut in the military 
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budget for the next fiscal year. That is a hopeful sign of lessening 
tensions. 

Mr, Hays (presiding). Mr. Chiperfield. 

Mr. CHIPERFIELD. Thave no questions at this time. 

Mr. Hays (presiding). Mr. Farbstein. 

Mr. Farsstern. There is one point I would like to bring to your 
attention. This comes to me after listening to testimony today and 
before. 

You_ seem to want to impress us with Public Law 480 moneys. 
Now, Mr. Adair on a previous occasion raised the question as to 
whether or not the $900 million that is being used for Public Law 
480 was to be considered part of the mutual security law, which I 
understand only calls for $3,900 million. 

Now, if you are going to press for the use of Public Law 480 funds 
as part of the mutual security plan, or mutual security law, you are 
then going to increase the request of the President from 3.9 billion 
to 4.8. just caution you, in testifying, if there is a distinction 
between Public Law 480 moneys and mutual security moneys that 
you state that fact, but if they are part of the same mutual security 
plan you also state that fact. 

Mr. Barrows. Mr. Farbstein, I would like to comment’ by saying 
this, that certainly Public Law 480 moneys are not part of this bill, 
and are not being proposed in this way. Yet we must take into 
account what we know is likely in calculating what other need for 
aid there will be that should be presented in this bill. And here is 
where I may have given a misleading answer to Mrs. Church’s 
question a moment ago: 

We do, in fact, supply you with an estimate country by country. 
I call your attention in the green book to page 65, which happens to 
deal with India, and which indicates that from the fiscal year 1955 
through 1958, Public Law 480 supplies amounted to $419 million. 
A figure down in the lefthand corner. In the fiscal year 1959, the 
current year, it is estimated [security deletion] million dollars, and 
next year we estimate the figure will be similar. 

To turn to Israel and pick the corresponding figures there, fiscal 
year 1955 to fiscal year 1958 $92 million worth of such supplies. In 
fiscal ‘year 1959 $38 million, and for fiscal year 1960 we estimate 
[security deletion }. 
sesame rent Do you specify for what you think that money will 

u 

Mr. Barrows. We do not in this table. We do in some of the text 
here, and we can supply that information. 

Mrs. CHurcH. Thank you. 

Mr. Farsstern. The very thing you have just stated leads me to 
believe that Public Law 480 funds are used as part of the mutual 
security law, because you use the sums interchangeably. The mere 
fact that you say it is not part of it doesn’t make it that. The 
fashion that you treat Public Law 480 funds makes evident that it is 
part of mutual security money, and I warn you that continwéd use 
of the phrases interchangeably ‘will make it part of the mutual 
security plan, thereby increasing the sum. 

Mr. UNTREE. agree the terms should not be used 
interchangeably. | 
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Mr. Farssrern. But they are, Mr. Rountree. 

Mr. Rountree. I think what we have here is the simple proposition 
that the left hand should know what the right hand. is deing. . You 
cannot approach any single program in any given country without 
knowing what other programs are contemplated or what the broad 
situation is. 

Mr. Hays. But you go further than that because when you were 
being questioned about Israel, to be specific, you used the fact. that 
they got such and such an/amount of Public Law 480 as the reason 
why you were cutting down the other. 

Now, you obviously use it, apparently when it suits your purposes, 
interchangeably, and when it doesn’t. you use it some other way. 

Mr. Rountree. Let me give you a good example now of why we 
relate the two programs: In both fiscal year 1958 and fiscal year 1959, 
we provided for Israel $7.5 million in special assistance, which was 
asd for sales of surplus agricultural commodities for local currencies 
under section 402 of the Mutual Security Act. We conclude now 
that for the future the assistance needed can be adequately given te 
Tsrael under Public Law 480. 

Mr. Hays. Except that under Public Law 480 they either had to 
pring a3 money or go into their treasury to get it to pay for it. 

ight 

Mr. Rounrrer. Not precisely. It depends on what title it could be 
justified under. Title I, I, or II. 

Mr. Hays (presiding). Mr. Farbstein. 

Mr. Farsstetn. I have nothing further. 

Mr. Barrows. May I add this point: You have to look at Public 
Law 480 from two sides. From the side of the United States it is 
an aid to disposing of agricultural surpluses, Looked at from the 
point of view of the recipient country it is an additional resource just 
as private investment would be or loans from the International Bank 
or Export-Import Bank loans, or Development Loan Fund. It isa 
little more predictable than some of the loans, perhaps, but when we 
calculate the need for aid I think we are justified in making an esti- 
mate of how much of this resource will be available. 

On the other hand, I must say the way you have described it here 
emphasizes that side to the exclusion of the other American interest 
in that law which is to help in our agriculture problem. 

Mr. Farssrern. But you don’t use the Export-Import Bank in the 
same way you use Public Law 480. You don’t use the various other 
organizations that perhaps help toward the maintenance of a particu- 
lar country in the same fashion. 

Now, I understand full well what Public Law 480 is and I under- 
stand the significance of it, and I believe it is a separate and distinct 

lan. .I think it has nothing to do with the mutual security law. 

ut I am afraid the way you refer to the Public Law 480 you 
make it—even though you don’t want to do so+part of the mutual 
security plan. To the detriment, in my opinion, of the entire plan. 

That is all, Mr. Chairman. 

Mr. Hays (presiding). Mrs. Church. 

Mrs. Cuurcu. I wonder if I may go back to the Aide Memoire of 
1954 in Pakistan, Admiral. 

Were the terms to which we agreed completely met, before the 
memoire expired? You recall that in the beginning there was con- 
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siderable misunderstanding of the terms of that aid, the amount of 
it, and so forth, and I wonder if at the end there was complete agree- 
ment, and whether all a that the terms had been fairly met? 

Admiral GrantHam. Yes, we believe that both sides are now sat- 
isfied as to what we undertook when we signed this agreement, and it 
would be substantially fulfilled at the conelusion of this 1960 pro, . 

Mrs. Cuurcu. What is our MAAG mission now doing in Iraq! 
[Security deletion. ]} 

Admiral Grantuam. As Mr. Rountree has said, they have, up to 
now, been retained in the hope that some effective use could be made 
of them. [Security deletion. 

Mrs. Cuurcu. How many are there, Admiral ? 

Admiral GrantHam. There are five total. 

[Security deletion. | 

Mrs. Cuurcn. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Hays. 

Mr. Hays. Can you tell me how much we have given Saudi Arabia 
this year up to now? 

Mr. Barrows. With regard to the economic—— 

Mr. Hays, I don’t care what is economic. Just how much cash. 
That is the way they get their money. 

ae Barrows. We haven’t given them any cash on the economic 
side. 

Mr. Rountree. Sir,the only program we have in-—— 

Mr. Hays. [Security deletion.] 

Mr. Rountree. What we have'in Saudi Arabia, sir, in the military 
program is a training program [security deletion] over a period of 5 
years. This program was agreed to, at the time King Saud was in this 
country, in negotiations between him and his ministers and the top 
level of the U.S. Government. This was related to various other 
aspects of our relations including the use of air facilities. 

r. Hays. I know all that. Is this part of that? 

Mr. Rountree. Yes. The [security deletion] program was one for 
implementation over a period of 5 years. In fiscal year 1959 under 
that pr m we are extending [security deletion}. 

Mr. Hays. Is this [security deletion] dollars the only money they 
have gotten this year? 

Mr. Rountree. Is that the only money they have gotten ¢ 

Mr. Meyer. That was special money to help them crack the bull 
whip over the people there. 

Mr. Rountrer. That [security deletion] sir, is part of [security 
deletion] program that I have mentioned. 

Mr. Hays. Well, what about the fiscal year 1958? It says here they 
got [security deletion]. 

Mr. Barrows. That includes $25 million of economic assistance or 

ial assistance for two purposes: To build a civil airport at 
hahran, a job which is being carried out by our own Corps of Engi- 
neers, and $20 million for improving a seaport. 

a Morean. Is that $20 million a result of the Richard’s 
mission 

Mr. Barrows. These are past commitments that are being carried 
forward now. 

(Discussion off the record.) 
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Mr. Rounrres. The payments to Saudi Arabia for oil are in the 
neighborhood of $300 million per year. 

Mr. Hays. He can pay that up to the so-called reform any way he 
saw fit. 

Mr. Rountree. I do not believe that has been the case. 

Mr. Hays. Have you been to Cairo lately ? 

Mr. Rountrer. I was there in December. 

Mr. Hays. Did you see a lot of new building going on:there ? 

Mr. Rountree. Yes. 

Mr. Hays. Did you ever ask anybody who was doing that? Prince 
so-and-so of Saudi Arabia. Prince so-and-so of Saudi Arabia. Prince 
so-and-so of Saudi Arabia. Everywhere you look it belongs to some- 
body in the Saudia Arabian family [security deletion]. 

Do you think you can go out to the people of the country or down 
on the floor of the House and explain that kind of goings on ? 

Mr. Rountree. I was asked about the personal income—was that 
your question ? 

Mr. Hays. It was asked by somebody, and it was on my time, and I 
would be glad to have you answer it. 

Mr. Rounrrer. You might recall about a year ago the Saudi 
Arabian Government, under Prime Minister Prince Faisal, estab- 
lished certain financial advisers to the Government and established new 
budgetary procedures. The new system of administration has, I think, 
been remarkably successful in improving the general financial proce- 
dures of the country and the budgetary system. 

Mr. Hays. Now, prior to that reform—let me point out that prior to 
that reform about 12 percent of their total income went to run the Gov- 
ernment, and about 88 percent went to the King and the various half- 
brothers of the royal family. And with this reformation what per- 
centage do you think is going to the Government and what percentage 
of the royal family is still getting it? Do you have any idea on that? 

Mr. Rountree. Sir, I don’t want to dispute your figures, but—— 

Mr. Hays. Well, you would have trouble doing it, because I can 
back my figures up. 

Mr. Rountreer. I do not know now the precise amounts that are paid 
to the royal family out of Saudi Arabian income. 

Mr. Hays. Well, you did know that at one time it ranged from 
$100,000 a year for the lowest prince to $395,000 if he happened to have 
a certain title which made him in effect a Cabinet officer? You know 
that, don’t you? That was the annual subsidy for each one of them. 
I mean those are figures that the State Department supplied to this 
committee. I am rounding them off, but that is roughly what they 
were. 

Now has there been any change in that? 

Mr. Rountree. I do not know, Mr. Congressman, what payments 
are made from the Saudi Arabian Treasury to the royal family at the 
present time. 

Mr. Hays. All right, to get back to something you should know 
about, militarily—maybe the admiral can answer this. 

Is that base we have there worth anything at all? 

Admiral Grantuam. Yes, sir; very definitely it is. 

Mr. Hays. Tell me what it is worth. 
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Admiral Granruam. It is strategically located and it is the only 
> ed available to us between Wheelus Air Force Base and southeast 

sia. 

Mr. Hays. And we have free and unequivocal rights to use it any 
7 we see fit in time of war or otherwise, or is it ria well restricted ¢ 

dmiral GranrHam. I would like to answer this 

(Discussion off the record.) 

' Mr. Hays. That is all, Mr. Chairman. 

Chairman Morgan. Mr. Adair. 

Mr. Apair. Mr. Chairman, first just by way of comment, I would 
like to underscore what Mr. Farbstein said. I am not yet satisfied in 
the course of these hearings as to the amount, uses, and destinations 
of Public Law 480 funds, and it is my intention to seek further 
information upon that before the hearings are concluded. 

Now another thing: Mr. Bowles was pointing out the difficulties that 
had arisen between Pakistan and Afghanistan after our military pro- 

am went into effect. I just wonder, however, if there aren’t other 

actors which also had to be taken into account in the relationship of 
Afghanistan .and Pakistan, such as the Pushtoonistan .question, and 
things of that sort. 

Are we in danger of oversimplifying it if we put it wholly on the 
basis of that military agreement? at would your reaction to that 
be, Mr. Rountree? 

Mr. Rounrrer. I agreed with Mr. Bowles that our military aid 
program in Pakistan has not been completely a black and white picture, 
in terms of area relationships. Obviously, there have been differences 
in Afghanistan and in India resulting from the milita = 
because it has been criticized by those countries, particularly by India. 
I think there are other considerations, extremely important considera- 
tions, which in my judgment, on balance, rendered advisable the 
decision to provide a military aid noes to Pakistan—a member of 
SEATO, a member of the nolald act, a stanch adherent to the 
principle of collective security—for reasonable defense forces and for 
purposes of participating effectively in the free world’s collective 
security system. 

Mr. Aparr. So that perhaps we could say that the relationship which 
exists, although most certainly influenced by the point the gentleman 
makes, is also influenced by a number of other factors, as well ? 

Mr. Rountrrer. That is my feeling. 

Mr. Apatr. Now I have been informed that negotiations are under- 
way with respect to the waters of the Indus River and are showing 
some promise of being successfully concluded. Are you able to com- 
ment upon that? 

Mr. Rountrer. Yes, sir. The International Bank has played what 
I consider to be an extremely constructive role in this question. They 
have maintained an interest in the Indus waters dispute for some 
considerable period of time. They have brought about eageenione 
between the Indians and the Pakistanis with the assistance of the bank 
and at the present time new proposals are being discussed with both 
Governments. 

I believe that there is a sincere desire on the part of both India and 
Pakistan to solve this problem. As I said, the International Bank is 
playing a very constructive role in this regard. Any solution to this 
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problem is going to be an expensive solution because it involves 
construction beyond the capacity of either India or Pakistan to fineuce. 

Mr Aparr. Be expensive to whom, Mr. Secretary ? 

Mr. Rountree. ix sive to India, to Pakistan, and to those mem- 
bers of the free world which are sufficiently interested in peace and 
stability and progress in south Asia to make contributions to any 
realistic settlement. Perhaps the International Bank can be helpful 
to some extent, at least. But I believe that the general atmosphere for 
a settlement at the present time, or in the near future, is perhaps better 
than it has been. 

I know that, as I have said, both Governments seem to be earnestly 
seeking a solution to it and I hope that if such a solution can be found 
it would have a very effect on the whole range of Indo-Pakistani 
relations. I think Mr. Bowles would probably agree that no single 
development would contribute more to a general improvement of the 
situation there. 

Mr. Bowres. That was my point. If the money had gone to more 
constructive purposes, we might all—Pakistanis, Indians, Americans— 
bea lot further ahead than we are today. 

Mr. Aparr. If this agreement is reached about which we speak con- 
cerning water, would you expect that we might next year or the year 
after, or some time, find an item in these books suggesting the use of 
mutual security money for that purpose? 

Mr. Rounrrep. Perhaps it wna be premature for me to on one 
way or the other. I could not so indicate authoritatively. I will say 
personally, however, that I would earnestly hope if a solution of this 
problem can be found that the United States would be willing to 
contribute to financing any reasonable plan. 

- mc opm Beyond what might be had through the Export-Import 
an 

Mr. Rounrree. Yes. 

Mr. Apam. Thank you, Mr. Chairman. 

Chairman Morcan. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Rountree, do we have any substantial numbers of our Armed 
Forces in Saudi Arabia at this time ? 

Mr. Rountrez. We have, sir, only training personnel in Saudi 
Arabia and maintenance people at the Dhahran Air facility. 

(Discussion off the record.) 

Mr. Sevpen. Do we have a Status of Forces Agreement with Saudi 
Arabia ? 

Mr. Rountree. No, sir, we do not. We do not have a formal 
Status of Forces Agreement. We have a working relationship and 
arrangements with the government that have proved quite satisfac- 
tory. 
Mr. Sexvpen, What happens if a member of our Armed Forces 
— on duty in Saudi Arabia commits some sort of crime off 

u 
r. Rountree. Rather than risk giving you the wrong impression, 
I wonder if I might ask to submit something for the record on this? 
My recollection is a bit hazy. We have had some cases such as you 
have mentioned and they have been satisfactorily resolved, but what 
I cannot say at the present time is precisely what the arrangement is. 
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(The information is as follows:) 


On June 18, 1951, the United States entered into an agreément with Saudi 
Arabia known as the Dhahran Field Base Agreement. This agreement was 
subsequently extended by an exchange of notes dated April 2, 1957. Under para- 
graph 13 of the 1951 agreement, the United States is granted what amounts to 
exclusive jurisdiction over members of the U.S. Armed Forces within the 
Dhahran Airfield as well as “outside Dhahran Airfield at Al Khobar Dammam, 
Dhahran, Ras Tanura, the beaches south of Al Khobar to Half Moon Bay, and 
the roads leading to these places.” 

U.S. jurisdiction over its military personnel in other areas of Saudi Arabia 
is also provided for in the Mutual Defense Assistance Agreement with Saudi 
Arabia dated June 27, 1953. Article 7 (C) I of this agreement provides as 
follows: 

“If any military member of the advisory group. commits an offense 
against the laws of Saudi Arabia in the areas which are or may be specified 
for training operations under the supervision of the Advisory Group by the 
Saudi Arabian Minister of Defense and Aviation, the Saudi Arabian authori- 
ties may arrest the offender and, after promptly completing the preliminary 
investigation, will turn him over without delay to the U.S. authorities for 
appropriate trial and punishment and/or. disposition under American mili- 
tary jurisdiction.” 

We are.aware.of no case.in which an American serviceman has been sub- 
jected to criminal trial in a local Saudi Arabian court. Nor are we aware of 
any case involving a non-Moslem being subjected to mutilation or any form of 
cruel or unusual punishment. 

(A classified memorandum was also submitted for the Committee's files. ) 


Mr. Setpen. But will you say that those arrangements have to 
date been satisfactory and there have been no incidents? 

Mr. Rountrer. Yes. Quite naturally we would much prefer to 
have a formal documenta: axrangrinent so that when something 
happens we can say, “Well, according to chapter so and so of the 
agreement, the following procedure should take place.” 

We don’t have that kind of arrangement there, but it has not 
worked to the disadvantage of our people in Saudi Arabia. 

Mr. Setpen. Do you believe that under present arrangements there 
is little likelihood of any incidents which might prove detrimental to 
our personnel in that area? You don’t have to go into the details 
of the arrangement. 

Mr. Rounrrer. I can spon generally only in terms of what has 
ia in the past. In the past our experience has been very 
goo 


Mr. Serpen. As Mr. Meyer pointed out. in his questioning and as 
you stated in your answers, there are forms of punishment in Saudi 
Arabia that certainly are not in line with the forms of punishment 
meted out here in the United States. 

Mr. Rountree. It is not likely that that form of punishment will 
be applied to American citizens. 

r. Setpen. That is all, Mr. Chairman. 

Chairman Morgan. Mr. Bentley. 

Mr. Bent ey. I have two or three questions, Four countries of 
this area get all of the defense support and all but $4 million of de- 
fense assistance. These questions relate to strategic force objectives 
and perhaps should be directed to the admiral. 

In relation to these four countries, are our force objectives deter- 
mined by the str required for the defense of the United States 
or for the defense of the local country, or both ? 

Admiral Grantruam. Mr. Bentley, from the strategic point of view, 
as I said in my testimony, the whole of the Middle East area, the in- 
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tegrity of the area, its denial to a possible enemy, is of first military 
importance. It is easy to see from the map that possession of this 
area, excluding the very valuable strategic resources there—namely, 
the oil—would be a very valuable tool in any military man’s hands. 
That is to say, the tenure in north Africa would immediately be threat- 
ened and thus with the development of the area, with the use of the 
bases already existent in north Africa, would immediately threaten the 
southern flank in Europe. 

Now, this is the background. The creation of the forces we support 
there are necessary as a shield to delay for a sufficient time any kind of 
a massive incursion and particularly it is designed during times like 
the present, during the cold war, to preserve the integrity of the general 
area. We take them country by country because that is the way we 
have to deal with them. 

Mr. Bentiey. You would say in none of these four cases I have men- 
tioned ‘are the strategic force objectives of this country divergent from 
their own objectives? In other words, are not divergent in any case 
from our own ¢ 

[ Security deletion ]. 

Admiral Grantuam. So we do in fact devote our military aid to 
the support of such forces which are dedicated to objectives of our 
mutual defense. [Security deletion. ] 

Mr. Bentiey. We do not then insist that the objectives of that 
soa and our own objectives be exactly concurrent as a condition 

or ai 

Admiral GrantHam. We do require that the military material fur- 
nished and the training that we furnish for their forces be furnished 
for those forces which are devoted to common defense objectives. 

Mr. Bentiey. And where there is divergence, is there a compromise 
or do we adhere to our position or what is our procedure in such cases? 

Admiral GrantHam. Such a divergence does not occur in our 
planning. 

I have to go off the record on the rest of this answer. 

Mr. Bentiey. Excuse me. 

Mr. Chairman, Do I understand witnesses have authority to delete 
anything they say at any time whether it is on or off the record ? 

Admiral GrantnHam. This is classified. 

Mr. Bent ey. It is all classified, isn’t it ? 

Admiral Grantuam. I have to have it—— 

Chairman Morcan. Admiral, under the ruling we have, of course, 
this record will be submitted to the witness for the deletions that 
they want to make. If they think there is anything that is sort of 
superclassified, we have always given them permission to speak off 
the record. 

Mr. BentieEy. Go ahead, sir. 

Chairman Morean. Off the record. 

(Discussion off the record.) 

Mr. Bentiey. If I have any time left, Mr. Chairman, I want to 
initiate and pursue later a line of questioning which will get back to 
this defense support item. 

Mr. Barrows, it is customary to assume defense support will be 
proportionate, roughly, to the military assistance which a country 
receives. 
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Mr. Barrows. Not necessarily ; no, sir. 

Mr. Bentiey. Why would there be a divergence, over a period of 
time, between the defense support and military assistance? I thought 
the one was tied to the other. 

Mr. Barrows. I am not sure I evaluate the implication of “over the 
course of time,” but defense support goes to maintain the running 
costs of the economy as a whole. It is calculated in relation to the 
burden imposed by the military forces, whereas the military assistance 
frequently does include a lot of capital buildup which will be high 
for a while and then may be lower. 

Mr. Bentuey. I see in those cases where the four countries receive 
defense support their military assistance programs are almost con- 
stant between fiscal 1959 and fiscal 1960. There is an increase of only 
$4 million. On the other hand, the defense support for those four 
countries as between the 2 fiscal years is increased, I believe, 20 
percent, from $203 to $242 million. 

Mr. Barrows. And it is necessary to look at each country. 

Mr. Benttey. I can’t obviously do it in the 5 minutes or what is 
left of it, but I would like tostart it and then go back to it. 

[Security deletion. ] 

Chairman Morean. The gentleman’s time has expired. 

Mr. O’Hara. ; 

Mr. O’Hara. I have no questions at this time, Mr. Chairman. 

Chairman Morean. Mr. Fulton. 

Mr. Fuuton. Have you given any particular thought to a program 
for the new Republic of Cyprus? 

Mr. Rountree. Yes, sir. This question, of course, is in our minds: 
The Cyprus settlement certainly was welcomed by all of us. We 
realize that the independent state of Cyprus which will come into 
being under the terms of the agreement in about a year will be faced 
with economic problems, the magnitude of which we are not yet in 
& position to —. sii t . Lee side ot 

ut again, speakin rsonally, | would very much hope that when 
Cyprus tmbependenebste| anaes ed, when the Government begins to 
operate there, and if they do in fact need, as we expect they will need, 
some form of foreign assistance, and when we know what assistance 
they will be receiving from other countries, notably the United. King- 
dom, Greece, and Turkey, it will be possible for us to contribute. 
We have no firm program nor orders of magnitude in mind at the 
present time. 

Mr. Fuuron. Has there been any team gone to inspect on the spot 
or to confer with Archbishop Makarios and the leaders of the new 
Government of Cyprus? To me it would seem to be waiting too lon 
until the formal government is established, when there might be a good 
chance of communism being established earlier. As you know, there 
is a Communist Party there in full operation at the present time, 
possibly being supported from outside sources. Under those cir- 
cumstances, could I recommend to you that you do make a study im- 
mediately and have a qualified departmental Government team check 
tosee what might be the needs? 

Here we sit with a lot of Public Law 480 U.S. agricultural sur- 
a and I am sure that under the circumstances where they have 

ad very restricted production and also very restricted schooling and 
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education, with the schools closing, that we could probably be of great 
service to them in some ways other than military. 

Mr. Rountres. I appreciate your suggestion. I can assure you that 
we do have this matter very much in mind. We are not simply wait- 
ing, and we don’t intend to wait until the creation of the Government 
before giving thought to this subject. As I have said, we have been 
and are giving thought to it at the present time and shall over the 
months ahead. 

Mr. Fuuron. Are there any representations being made to the pres- 
ent Government of Cuba against the imprisonment and executions 
that are now in progress? Are we just standing by and watching 
omen are we taking a firm position saying that we want justice 

one ? 

( Discussion off the record. 

Mr. Futon. Have we offered our services, in trying to see that 
justice is done on the people who are still imprisoned in Cyprus? As 
you know, those were sentences and terms given under emergency 
regulations where the burden was on the defendant to prove himself 
innocent. 

Mr. Rountrex. Well, sir, there are some cases in which our services 
would be welcomed and some cases in which our services would not be 
welcomed. 

I do not believe that the present situation is one which would be 
conducive to the United States offering its services for solution to a 
problem which is an integral part of the discussions that are now 
going on in a very friendly and favorable atmosphere between the 
governments and peoples directly concerned, 

Mr. Fuuron. My point is, I would like you to keep up with that 
situation to see that it is working out toward a solution and not just 
sit idly by'on it because many of us have been interested and have 
followed up specific cases here on this committee. 

Thank you. That is all. 

Mr. Hays. Mr. Chairman, could I just suggest if they are going to 
send a team out to Cyprus to see if they will take some money from 
us, they might send a team out to the tri-state area where we come 
from to see if the unemployed miners out there would take some 
money. 

Mr. Futon. I favor the area redevelopment bills and would be 
glad to join you at any time to have such legislation passed. 

Mr. Farestern. Would you speak to the situation of Egypt and 
Mr. Nasser today ? 

Mr. Rountree. I do not—may I do this off the record ? 

Mr. Farsster.. Very well. 

(Discussion off the record.) 

Mr. Farssrern. What is our position with regard to aid to Nasser? 

Mr. Rountree. We have made clear over the past month that we 
would like to have a basis for improved relations with the United 
Arab Republic and I think that, following the developments in Leba- 
non and Jordan, following the events in the United Nations where 
the Arab resolution was passed, and following the reduction of ten- 
sions among the Arab States in that vicinity, the atmosphere for our 
relations with the United Arab Republic has in fact improved. 

We have thus undertaken to renew some of the p that were 
suspended. as a result of the developments in 1956. We have renewed, 
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as I testified before this committee, our participation in the Egyptian- 
American Rural Improvement Service. That was the first step. 

We renewed a CARE program of some magnitude, one that had 
been. carried before, but nevertheless a significant one. With the 
settlement of the Suez controversy, we released the frozen funds that 
were held in this country—a relatively small amount, but a real 
thorn in our relations with the United Arab Republic. 

More recently, we signed a Public Law 480 sales agreement under 
which we gave the UAR or sold to the UAR wheat. I believe that 
was concluded on the 24th of December. 

These measures taken by us, I think, have served a very useful 

urpose. As I say, the relations have gradually improved. e have 
m very much heartened by the new recognition on the part of the 
United Arab Republic of the danger of the Communist penetration of 
the Middle East, and the very forthright position they are taking 
in this regard. 

Mr. Farsstern. What is the total of the 480 sale of wheat to 
Egypt? 

Mr. Rountree. $24 million. 

Mr. Farsstern. For 1959-60. 

Mr. Rountresr. It was negotiated December 24 and was not for any 
particular year. 

Mr. Farssrern. Do we intend to give them any arms? 

Mr. Rountree. No, sir, we do not provide arms aid to the United 
Arab Republic. 

Chairman Morean. The gentleman’s time has expired. 

Mrs. Bolton. 

Mrs. Botton. I left some questions here. You answered that one 
rather well at that point and that was one that I was particularly 
anxious to have a reply to. 

Have you gone at all into the matter of the penetration of Egypt 
into the Sudan? 

Mr. Rounrresr. No, that question has not been discussed, 

Mrs. Bouton. Would you like to give us something on that? How 
much penetration has there been and what is the nature of it? 

May I interrupt at this point? Are they by any possible chance 
losing ground a little as the Sudan strengthens, or what is the 
situation ? 

Mr. Rountree. Mrs. Bolton, I think the situation is, if you will 
recall, the military government came into power in the Sudan a few 
months ago by virtue of a coup d’etat. That government made clear 
its policies of seeking to maintain good relations with all countries, 
including the United Arab Republic, and it has also pursued a policy 
reflecting independence of undue influence from any quarter; western, 
eastern, or we Ao quarter. 

Relations between Sudan and the UAR have sometimes. been 
affected to some extent by their mutual interest in the Nile waters. 
They have undertaken discussions from time to time seeking to bring 
about ment on this question of the division of the waters of the 
Nile. Unfortunately, up to this point no agreement has evolved, I 
think that is probably one of the most difficult aspects of their rela- 
tions but, otherwise I believe that they are cordial and they work 
together as members of the Arab League. 
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I don’t believe there is anything of significance that I should call to 
the committee’s attention beyond what I have already said. 

Mrs. Bouton. May I ask this: We used to have a committee on the 
Near East and Africa. Now we have a subcommittee on the Near East 
and we have one on Africa. Some of us feel that the Sudan belongs 
to Africa. That it is the gateway to black Africa and other things 
and what would happen if we shifted it ? 

Mr. Rountree. Well, let me say this: I do not believe that anyone 
could logically dispute the fact that Sudan is in Africa. The only 

uestion has been whether or not for administrative reasons it is wise 

or our relations with Sudan to be handled in one bureau or another 
within the Department, without in any sense affecting the basic ques- 
tion of the geographic position of Sudan or its importance either as a 
member of the Arab world, facing it toward the Near East, or as an 
integral part of Africa. 

Mrs. Bouton. It is rather cut in half itself, by either type of people. 

Mr. Rountreg. Yes. 

Now, this is a question that has been discussed in the Department of 
State. I might say I think I have been able to discuss this myself ob- 
jectivly because I had some considerable amount to do with the crea- 
tion of: a separate Bureau of African Affairs in the first place. 

Mrs. Botron. You certainly did. 

Mr. Rountree. So you can see it is not a bureaucratic approach on 
my part. 

y lieve the arguments in favor of treating Sudan administratively 
along with the Arab States of the Near East, at least at the moment 
should prevail. The Nile waters question and related discussions with 
the Umted Arab Republic are merely examples. 

Sudan’s role, a very active role in the Arab League, is another 
example. 

However, I believe that this is a question that should continue under 
review and that at any time that it appears from the administrative 
point of view that the disadvantages outweigh the advantages of 
maintaining its present 

Mrs. Bouton. Mr. Chairman, may I ask one more question of Mr. 
Barrows. The nursing school in Khartoum, what is happening to it ? 

Mr. Barrows. I am sorry, I am not up to date on that. 

Mrs. Botton. Would ycu please find out for me ? 

Mr. Barrows. Yes. 

(The information is as follows:) 





ICA has no project with the Government of Sudan in the field of nursing. 

There are 14 nursing schools in the Sudan. The World Health Organization 
has a regular project in Sudan for “Nursing education, Khartoum.” This is 
presumably the nursing school referred to by Mrs. Bolton. There is no current 
report on this project, but the most recent information, as reported by WHO, 
was that it was progressing very satisfactorily. 

Chairman Morean. Judge Saund. 

Mr. Saunp. Mr. Secretary, when revolution occurred in Iraq, did 
me iy anticipate it would result in Communist influence there 
. Rountree. I think the revolution in Iraq created a situation, in 
its Ok particularly, which was exploited by the Communists. 
It was known that there was a Communist element in Iraq. No doubt 


the Communists have very effectively exploited this situation, have 
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capitalized on fears and suspicions within the country, and have cap- 
italized upon the immediate response of the Soviet Union in provid- 
ing aid to Iraq and the demonstration of the Soviet Union’s support 
for the Iraqi regime. 

Mr. Saunp. Wasn’t the situation so that there was better chance 
for us to exploit it than the Communists ? 

Mr. Rountree. I do not believe that is so, for various reasons, sir. 
One is, you will recall the coup d’etat was in effect to put out a regime 
which was regarded by some to be a pro-imperialist, pro-colonialist, 
pro-Western regime. The initial shock in the Western World of the 
manner in which this change was brought about created a situation 
in which doubt must have prevailed in Iraq as to whether we favored 
this or did not favor it. Obviously the Western press, the Western 
World, did not favor the way in =higk the change in regime in Iraq 
came about. 

Now you will recall that the previous regime did not maintain rela- 
tions with the Soviet Union. 4 the ag the Soviet Union had noth- 
ing to lose and only to gain. 

I think the clarity of their position, as contrasted with the lack of 
clarity of the position of the Western World, operated to the benefit 
of the Communists and of the Soviet Union. 

Mr. Saunp. If, unfortunately, a revolution occurs against. the Shah 
of Iran or the King of Jordan to overthrow the status quo, that also 
willbe a revolution against Western influence, and so forth. 

Do you agree with the proposition that today in Iran we are iden- 
tified with the status quo, with the King, and in spite of the fact that 
those Mohammedans are not Communists, we have no chance to keep 
away from that connection ? 

Mr. Rountree. There is absolutely no doubt that the United States 
maintains the best and most friendly relations with the Government 
of Iran and with the Shah of Iran, and that the United States would 
deeply regret any such development in Iran. 

Mr Saunp. I have in mind what happened in Pakistan. There was 
a parliamentary government, and that was overthrown, and we have 
a dictatorship, which of course is friendly to the United States. Do 
you agree with me when I say we’ have been championing the status 
quo in those countries of the Middle East? The people in that part 
of the world don’t want. the status quo. Even though they are not 
naturally inclined toward communism—the Mohammedans are not— 
communism had a chance in there because of the anti-American feel- 
ing generated by our military aid to the Kings. 

Mr. Rountree. There have been several changes of government in 
the Middle East in recent years by coup d’etat.. One was in Sudan. 
That did not take on the coloration of anti-Western, anti-American, 
pro-Communist change. 

Another was in Pakistan. 

Certainly, the change in Pakistan did not have any earmarks of 

any anti-Western, anti-American sentiment. 
v The situation in Iraq -was quite different than the other two. I 
think it would be a mistake to assume, therefore, on the basis of the 
record in the past, that any change in the Middle East would be 
brought about merely by virtue of anti-American, anti-Western 
sentiment. 
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There is in every country of the world certain noe There 
is opposition in Turkey, for example, perhaps one of the most stable 
countries in the area. It is constitutional opposition. The opposi- 
tion is the party of Ataturk. Its leader is the former president of 
Turkey, a man who was president when our aid program was 
undertaken. 

+ rm to the governments in these countries is not necessarily 
anti-Western opposition. 

Mr. Saunp. it doesn’t necessarily follow that if a government is 
overthrown that the country should go Communist. 

I am afraid that Iran or Jordan may follow the pattern of Iraq, 
because we are so closely allied with the King of Iran. 

Discussion off the record. ) 
airman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

If the questions I ask have been covered, please tell me, Mr. Chair- 
son because I was unable to be present for the early part of the 

earing. 

When the Lebanon thing blew up, we gave a marked increase in 
special assistance—something like $11 million. I note that for this 
coming year your total program is small—only technical cooperation. 

I have two questions: 

First, were they able to use advantageously that $10-plus million 
of [security deletion] aid, to stabilize the government? Secondly, 
will the failure to have something like that amount in the coming 
year perhaps undo some of the gains that have been achieved ? 

Mr. Rountree. The program which totaled $12.5 million was a 
one-shot proposition, That was made clear at the time. It was for 
budgetary purposes, and for the needs arising out of the events of 
last summer. 

We have discussed here today at some length, sir, the real signifi- 
cance of having no specific schedule for aid to any given country in 
fiscal year 1960 beyond technical cooperation. 

mi Sapa | deletion.] ‘That is the reason we need a contingency 
nd. 

It is also conceivable that out of the Development Loan Fund, and 
so forth, we might carry out projects in that manner. 

Mr. Jupp. You have in mind more if it is needed ? 

Mr. Rountree. Yes, sir. 

Mr. Jupp. On Iran I see that you are having a considerable increase 
in [security deletion. ] 

That is in line with some things we were urging last year, that 
we were getting a military establishment in Iran that was out of 
bounds in relation to its economic capacity. 

I judge you are trying to correct that by giving more economic aid, 
relatively, is that correct ? 

Mr. Rountrer. I wish it was quite as simple as would allow me 
to say yes. 

Let me say Mr. Barrows, in his opening statement, dwelled upon 
this at some length, and I would like him to comment on that. 

Mr. Barrows. It will be of economic benefit but not as positively 
as I think you hoped because this will merely help them carry an 
added military burden that they have picked up as a result of the 
increase in forces in the last year. 
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Mr. Jupp. It still just keeps them at flotation level—nose above 
water—and no better. 

Mr. Barrows. It keeps them in the same position and enables them 
to continue to use a good part of the resources they earn from oil 
revenue for development. 

Mr Jupp. Admiral, how many military personnel do we still have 
in Iraq? Isee you have been phasing them out. 

Admiral GrantHam. We have five total. 

Mr. Jupp. That is all that are left? 

Admiral Grantuam. Yes. 

Mr. Jupp. Are they just living there, sort of holding the flag, or 
are they having any opportunity to have — influence, to carry on 
their mission, or carry on training or anything 

Admiral Grantuam. At the present time they cannot be effective 
for the purposes they were sent there for because of restrictions placed 
on their activities by the Iraqi Government. 

[Security deletion.] 

Mr. Jupp. And have nobody there? 

Admiral Grantuam. Yes, sir. 

Mr. Jupp. Our point 4 program will still be there, won’t it ? 

Mr. Rountree. Yes. We expect. to have some people in Iraq after 
June 30. 

[Security deletion. ] 

Mr. Jupp. No further questions at this time. 

Chairman Moraan. Mr. Meyer? 

Mr. Meyer. I would like to ask Admiral Grantham one question. 

I have the names of five countries written down here: Pakistan, 
Iran, Aran Jordan, and Saudi Arabia. 

The military assistance that we are giving them and oreeyebang 
else to prepare for the eventuality of war, how much effect would al 
these forces have in actually doing anything towards—I don’t mean 
in defending their own borders or something of that type, but in 
actually aiding the United States in the defeat of Russia in a war. 
Would they have any effect at all ? 

Admiral Grantuam. It is hard to foresee how a war might go in 
that area, but there are certain very important strategic considerations 
and we believe that these forces would be of tremendous assistance in 
holding in particularly strategic areas, 

[Security deletion. ] 

Mr. Meyer. Do you believe the next war, if it comes, is it going to 
be a war of real estate or will it be so different that these forces. will 
be of no real value except tomerely hold their own land? 

[Security deletion. ] 

Admiral GrantHam. I am very happy that we have proceeded as 
far as we have in the maintenance of these forces at the present time. 

Mr. Meyer. I have one other question that has troubled me recently. 

I had always thought Turkey was:so reliable and firm. I have heard 
recently there is a good bit of trouble underneath in Turkey, and I 
was wondering if you had any intimate knowledge of that as to 
whether Turkey is as strong as we thought she was or if there is such 
internal trouble that in the event of crisis it would perhaps weaken our 
position there to the point where Turkey, herself, wouldn’t be as much 
of an asset as we believed it would be. é 
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Admiral GrantHam. Of course I am sure you realize your question 
is considerably loaded with political angles, and I would ask Mr. Roun- 
tree to answer in part. But Turkey’s military establishment, in my 
opinion, is very reliable. They do not waver with their political 
opinions. They are a reliable and capable military establishment. 
They are devoted to one thing, and that is the same thing we are, 
which isa big help to us. 

Mr. Meyer. Your feeling would be, regardless of the internal politi- 
cal situation, the Army or the defense forces would remain steadfast, 
themselves ? 

Admiral Grantruam. It is my opinion they would. 

[Security deletion. | 

Mr. Rountree. May I add to what the admiral said, that with re- 
gard to the political difficulties that you mentioned in Turkey—I am 
not quite sure that I know what you have in mind. As I mentioned 
earlier, there is opposition in Turkey, which is a constitutional oppo- 
sition. The two principal parties, the Republican and Democrat, are 
strongly anti-Communist, and they both see eye to eye on matters of 
foreign policy. 

In Seleediing to instability in Turkey, if you had in mind any appre- 
ciable element in the Turkish nation which would advocate a change 
in general Turkish orientation, I do not believe that that is significant. 

Mr. Jupp. Will the gentleman yield? 

Mr. Meyer. Surely. 

Mr. Jupp. Well, you will recall that a year ago last January, I 
think it was, there was an attempted coup right in the capital of An- 
kara that jarred the Turks to the tips of their toes because they just 
didn’t believe that any of their military personnel would ever organize 
an attempted association and revolt. Yet it was headed by a colonel, 
wasn’t it 

Mr. Rountree. Well, as I indicated, I do not believe there is any 
appreciable element in Turkey that would advocate a change in general 
Turkish orientation. No doubt there have been isolated examples of 
this sort of thing, but I do not believe they are significant. 

Chairman Morean. Mrs. or 

Mrs. Kerry. Thank you, Mr. Chairman. 

In the endeavor to normalize relations with the UAR in the green 
book it is stated that exports were lifted, and so forth. Yet you say 
certain things were released for shipment. 

What was delivered in the past year to Egypt? 

Mr. Barrows. This is in respect to the economic aid. 

I am sorry that I don’t have that. We will have to give you that. 

Mrs. Ketiy. There were some deliveries? 

Mr. Barrows. Yes. 

Mrs. Ketuy. What was the lifting of the ban on Egyptian military 
exports? Werethere any military items exported ? 

Admiral GrantTHaM. Wows as far as I know. 


Mrs. Ketiy. Did we get the figure of what was anticipated for the 
Egyptian program in 1960, the amount other than agriculture? I 
note that you have nothing across the board here on this special as- 
sistance, technical, and so forth, but you have a carryover from the 
previous year. 

What did you give to that nation last year? 











wa FP 








MUTUAL SECURITY ACT, 1959 687 


Mr. Barrows. The steps that have been taken in the economic pro- 
gram are as follows: 

First, the reactivation of the EARIS program, and we are send- 
ing two "eam out there. 

rs. Ketty. Didn’t you have somebody there before? Rat 

Mr. Barrows. We had only administrative people to control it prin- 

cipally, but we have sent out a technician. 
rs. Keity. A technician for the whole thing ? 

Mr. Barrows. A technician to work with the EARIS program. 

We have authorized negotiations leading to the expected use of $5 
million from the pipeline of development assistance. 

Mrs. Ketuy. That is in here. 

Mr. Barrows. Yes ma’am. That will be used, it now appears, to 
buy railway equipment. 

ncidentally 

Off the record. 

(Discussion off the record) 

Mr. Barrows. This money which is in the pipeline. 

Mrs. Ketiy. You will supply me with what was delivered in the 
past year? 

Mr. Barrows. Yes. 

Mr. Fuuron. Will the lady yield right there? 

Did I hear that $5 million is to go into economic aid to Egypt in the 
fiscal year 1960 from previous commitments and carryovers 

Mr, Barrows. Yes. 

Mr. Fuuron. Thus the current additions to the Egyptian economy 
will be $5 million in the fiscal year 1960. 

Mr. Barrows. Money that has been blocked up to now. 

Mr. Furron. This is a very significant figure to me, in view of the 
fact there is no defense support, special assistance, or economic aid 
proposed for the people of Israel in this same fiscal year 1960. 

rs. Keiry. Is that all? 

Mr. Fuuron. Yes, thank you for the opportunity of bringing out 
this point. 

Chairman Morean. Mrs. Kelly. 

' Mrs. Ketxiy. Then we will expect you to supply the answer to the 
items delivered. 

Mr. Barrows. Excuse me, Mrs. Kelly. I have found in our am- 
bulatory files here the information you want. It is $400,000 for the 
roadbuilding and communications equipment. 

Mrs. Ketiy. That was material that was in the pipeline before 
money was blocked. These supplies were bought md stored where? 

Mr. Barrows. Here, I think, in the States. 

Mrs. Ketiy. So they weren’t delivered. 

Is there anything else in the pipeline from the previous years? 

Mr. Barrows. In the way of materiel, or money? There is money, 
yes. I don’t know whether anything has been purchased. 

' Yes, we have here a list which we will be glad to supply for you, 
of equipment which has been purchased. 
rs. Kexiy. Which has been purchased? This is in the pipeline. 

Mr. Barrows. This is the detail of the money, not equipment. 

Mrs. Ketiy. Then you will supply what is in the pipeline insofar 
as materiel is concerned ? 

Mr. Barrows. Yes, ma’am. There is none. This is economic aid. 
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Mrs. Keiiy. And if there is anything of a military nature—— 

Mr. Barrows. There is nothing. This was economic aid. 

Mrs. Ketuy. None? 

Mr. Barrows. No, ma’am. 

Mrs. Ketiy. Then there was $13 million or some amount set aside 
and last year I think we gave $6 million of that. Is there $6 million 
more to be given this year 


STATEMENT OF JOHN MURPHY, ASSISTANT DEPUTY DIRECTOR- 
CONTROLLER, INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Mourpuy. I can help on that. 

That $13 million, Mrs. Kelly, is basically the same one talked about 
here. $600,000 was spent in fiscal year 1958. 

This is the same pipeline of $13 million that is now expected to be 
down somewhere in the neighborhood of $11 million at the end of this 
— and it is deliveries that took place this year that Mr, Barrows 

as agreed to supply information on. The $600,000 you refer to was 
a payment made in fiscal year 1958 that brought the balance down to 
about $13 million. 

Mrs. Ketty. That was money or credits? 

Mr. Murruy. Cash deposits, 

Mrs. Ketiy. Then you are still going to have a balance of a cash 
—s that will be delivered this year. 

r. Mureuy. That is correct; yes. 

Mrs. Ketty. Is that outside the material in the pipeline? 

Mr. Moreuy. It remains in the pipeline, It is not spent in fiscal 
1959; it will be in fiscal 1960. 

Mrs. Keiiy. But you did have something previously both in money 
and material to be delivered this year? 

Mr. Moureuy. This is all economic material and Mr. Barrows has 
supplied the answer on that. It is roadbuilding equipment and com- 
munications equipment. 

Mrs. Ketiy. How many people do we have over there as a result of 
thischange in plans? Just the one technician ? 

Mr. Barrows. We have recently designated the economic counselor 
of the Embassy to act as the ICA mission chief as well as performi 
his normal duties. We-have sent off one technician I have spoken of, 
and we have a comptroller, and that I believe is the extent of it at 
the moment, although we have committed ourselves to supply at least 
one more technician to EARIS. And there are discussions underwa 
between our mission there and the Government on the possible reacta- 
vation of certain technical assistance projects. But they have not 
progressed very far as of right now. 

Mrs, Ketuy. There was something earmarked for transportation 
to this area. Where is that? Can you come up with that figure? 
Handling and so forth. How much is that? 

Mr. Barrows. I don’t know that this is the item you mean, but on 
each military page—for instance, Greece, page 42, there is a separate 


item for packing, crating, and handling, 
’ Mrs, Rew, Would you help me out, Mr, Murphy? I don’t know 
where it is. I am not interested in Greece. I will go along with 


anything on Greece. I am looking for the entire program for Egypt. 
ow many personnel have we in Saudi Arabia, can you tell me 











MUTUAL SECURITY ACT, 1959 689 


Chairman Moraan. I think that has already been put in the record. 

Mrs. Ketiy. What was the total cost of that base to the United 
States? Has that been answered? How much did we actually put 
into the building and furnishing of everything on that base from 
the very beginning? 

Mr. Sunes. i don’t know if there have been any expenditures 
recently on this, but in response to a similar question asked about a 
year ago I got the reply from the Pentagon that [security deletion] 
was the U.S. investment in the Dhahran base. 

Mrs. Kexiuy. And that includes everything ? 

Mr. Morpny. That was everything up to that point. 

Mrs. Ketiy. The building, materials, and so forth ? 

Mr. Mourpuy. Yes. 

Mrs. Ketty. We have no part of its administration ? 

Mr. Morpny. I think we have the use of that facility. The admiral 
can probably help out on that. 

Mrs. Ketiy. Only refueling, if I understand correctly. 

Admiral Grantuam. Essentially; Mrs. Kelly is right. The base 
is under the sovereignty of the Saudi Arabians, and we use it as they 
permit. [Security deletion. ] 

Mrs. Ketiy. They could cut the U.S. use of this airbase at any 
time they want. 

Admiral Granrnam. Yes, they could, but it is very doubtful that 
they would find this convenient even for themselves. 

Mrs. Ketty. How many people do we have in there; do you know? 

Admiral GranrHam. Total military personnel there are about 
[security deletion}. 

Mrs. ase [Security deletion] Americans? 

Admiral GrantHam. In Saudi Arabia, yes. 

Mrs. Ketiy. Are they limited in their travel? Are they confined 
to the base ? 

Admiral Granrnam. Well, by geography, they are; and there is 
no real confining restriction placed upon them. They just have no 
reason to travel. 

Chairman Morean. Mr. Bentley. 

Mr. Benttey. Well, Mr. Chairman, I will start another 5 minutes 
with some questions about this defense support thing. 

Mr. Barrows, I am looking at the section on Iran where we have 
increased defense support from $3 million. I know this book has 
certain remarks about the economy of Iran. 

[Security deletion. ] 

Mr. Barrows. This particular money you are talking about is 
military and political more than it is administrative. This is a count: 
which certainly does have problems of public administration and that 
is where we are directing a great deal of our technical cooperation 
attention. 

Mr. Bentiey. I notice the Shah wants to enlarge his army and 
get more defense support, and it is estimated the defense expenditures 

or the year ending March 1959 increased by $55 million and the 

percent of total Government ditures goes up from 19 to 25 
a snag However, his overall budget is being increased by $109 
million. 

[Security a 

Mr. Rountree. The Shah and the Iranian military personnel feel 
now, and have long felt, that they need a strong military force in 
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order to support the strong policy that they have taken of orientation 
with the free world and resistance to Soviet pressures. They feel 
that in embarking some years ago upon this new policy of givin 
up traditional neutrality, alining themselves with the free world, 
they have incurred certain risks, which should be compensated for 
by a force that would give pause to any aggression. They obviously 
do not have in mind a force that would be able to stand up against 
an all-out effort of the Soviet Union. But I would like to point out 
that the effect in Iran and other countries of the Middle East of 
developments in the area has been very great. And the Shah is 
concerned over the capability of his armed forces to maintain internal 
security against all Kinds of subversion that he might reasonably 
anticipate would be fomented by the Communists, and to make it 
— clear that he has the capacity to stand up against any local 
orces that might be turned against him. [Security deletion]. 

There are two aspects of this. One is a practical military aspect. 
That is what is needed in a practical, military way to meet the objec- 
tives of a purely military program—and incidentally, what economic 
assistance is required to support that purely military program. 

The other is the political, the psychological aspect. What is neces- 
sary in order to give the Shah, the army, and his country, confidence 
in the support of the free world. 

I think we can not eliminate here, or overlook, the cold war aspects 
of military aid programs in countries such as Iran. 

[Security deletion]. 

Admiral Grantuam. I would like to offer a comment to that, sir. 
We have had here in the last 2 weeks Colonel Kuhn, who has been 
stationed out there. And as a result of his report I have considerably 
more confidence in the progress made in Iran than I did before he 
came here. The fact is that the Iranians are producing the personnel 
they said they would produce. They are producing the facilities they 
said they would, they are adopting the deployments they were advised 
to adopt, and there has been anced improvement since this thing 
was prepared and right recently. 

Mr. Bentiey. Admiral, I am sure the committee would welcome, 
if you want to submit any revised estimates with respect to Iran on 
the basis of information received since these were prepared. 

Admiral Grantuam. I think that possibly would be in order and 
we will be glad to furnish that. 

(A classified memorandum was subsequently supplied for the com- 
mittee records. ) 

—_ Jupp. How is stuff getting into Jordan, now? Can they trans- 
shi : 

Mr. Rountree. Across Syria; it has been resumed. } 

Mr. Jupp. Even our military supplies and POL and so on which 
had to be overflown for a while? 

Mr. Rountree. Including POL, but I am not sure the extent to 
which military supplies have thus far gone in. It is not a wholly. 
satisfactory situation but it is a considerable improvement. They 
are still using the port of Aqaba and incidentally they are we 
up the port of Aqaba and the access roads to Amman so they wil 
have now and in the future a suitable alternative. 

Mr. Jupp. Is the Gulf of Aqaba being used now ? 

Mr. Rounrrer. Yes. 
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Mr. Jupp. ‘l'hey are not threatened any more? 

Mr. Rountree. There has been no question on Jordan’s use. The 
position of Saudi Arabia and the UAR with respect to the gulf has 
not, of course, changed, but the Israelis are still using it. 

Mr. Jupp. In other words, nobody is shooting. They are just 
sailing by ? 

Mr. Rountree. Yes. 

Mr. Bentiey. On page 140, in the Pakistan section the statement 
is made that before the Pakistan Government can ever hope to deal 
with its basic economic problems [security deletion] authority and 
responsibility must be affestively organized [security deletion]. 

s this new government making progress in that direction ? 

Mr. Barrows. Yes, sir. According to the information which will 
” given to you in more detail tomorrow, there is encouraging evi- 

ence. 

Mr. Bentiey. That is why I do not belabor the question at this 
time. 

Thank you very much. 

Mr. Jupp. Mr. Chairman, have you discussed the Kurd situation ? 

Chairman Morean. No, we have not. 

Mr. Jupp. I would like to have a comment on that. 

Mrs. Botton. So would I. 

Mr. Rountrer. What is that? 

Mr. Jupp. The Kurd situation along the borders of the Soviet 
Union, of Turkey, of Syria and of Iraq. 

I have been afraid of their being ma to drive a corridor from the 
Soviet Union down to Iraq. 

[Security deletion. ] 

Mr. Jupp. There have been reports that Kurds who were really 
Soviet Kurds were being smuggled or imported into Iraq and pass- 
ing themselves off as Iraqi Kurds. 

Senses that Kassim called upon us for help against such an in- 
vasion. Would he be eligible for assistance under the Eisenhower 
doctrine ? 

Mr. Rountree. I think it unlikely. 

Mr. Jupp. I would hope he might, really. 

Mr. Rountree. Let me just comment on that: Back in the days of 
the Soviet-supported Azerbaijan regime in Iran, a group of Iraqi 
Kurds were in Iran, in northern Azerbaijan. When the Soviets with- 
drew they had an alternative either of going back into Iraq where 
they were outlaws, or going into the Soviet Union because they could 
not remain in Iran. 

They went to the Soviet Union. They were under the leadership 
of a man by the name of Barzani. There were somewhere in the 
neighborhood of 800, a few more than 800, including some women 
and children I gather. The leader of this group, Barzani, came 
back to Iraq some months ago and has been in Baghdad ever since. 
It would not be unexpected, of course, for the Barzani Kurds, as the 
are called, to be repatriated by the Soviet Union into their heailaied, 
Iraq, since there is now a situation in Iraq which would be conducive 
to a peaceful life for them. How much they have been indoctrinated 
how many agents are among them I donot know. [Security deletion. | 
Z a two stories: The one story is along the lines of what 

ave said. 
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The other is based on press reports that more than these have gone 
baek, some flown in. This story involves probably several thousand, 
and states that they are armed. 

The only evidence of the latter we have are broadcasts and press 
stories from the United Arab Republic. 

{Security deletion. ] 

Mrs. Boiron. With regard to the Kurds, that ship that was sup- 

to have come down through the Suez Canal and so on with 
urds aboard, that was corroborated, was it ? 

Mr. Rountree. There is no reason to doubt that. The only question 
is whether or not they are the Barzani Kurds that I mentioned or 
whether they were other Kurds, Soviet Kurds. 

Mrs. Botron. They have gone where ? 

Mr. Rounrrer. On their way to Basra. I believe they are arriving 
there about now. 

Mrs. Bouton. What would you suggest as the implications of that ? 

Mr. Rountree. I would suggest that the weight of the evidence is 
that these people are the Iraqi-Barzani Kurds, which really means 
repatriated. 

rs. Bouron. Filled up with Communist ideas? 

Mr. Rounrree.: Undoubtedly. They have been there for 12 years. 

Mrs. Bouron. That will not help us any. 

Mr. Rounrree. That is right. 

Mrs. Bouton. It is a great world we are living in. 

Chairman Morean. Any further questions? 

Thank you, Mr. Secretary. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 5:15 p.m., the committee adjourned to reconvene 
at 10:30 a.m., Wednesday, Apr. 15, 1959.) 

os table was subsequently submitted for insertion in the 
record : 
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Official U.S. aid to Israel, fiscal years 1950 to 1959 


[In millions of dollars] 






































Technical | Develop- Public Law 480 Export- Develop- 
Fiscal year coopera- ment or Import ment Grand 
tion ! special Bank ¢ Loan total 
assistance!| Title I? | Title III 2% Fund 4 
ar ae is di Ok IG IAS isl lie WH Th AA 135 
i YS eee ES RE a ferme aaa 87.1 
eee sso. 222325. 3.5 i eR eee ie PORE AUPE? BERS ERS ES 76. 34 
Saree eee L4 ___.) ph Pare eer em PAG: hese cica~-cecsh sd dey es 74. 57 
etabactinegoence 1.5 6 40.0 13.1 gp A Tig woh tobbeletendl ected e 54. 98 
___ eae ee 1.5 7 25.0 27.9 Ey rea ye LORE Ge te 56. 05 
SE ae 1, 85 8 25.0 10.7 ONE SE SSE 939. 84 
oe 99 1.5 7.5 41.0 2. 25 24, 2 15 91. 45 
a aS 1.6 7.5 38.3 2. 25 3. 33 5 58. 00 
Total.._... 12.85 204.7 131.0 §2. 23 162. 55 20 673. 33 
1 Administered by ICA and its sor organizations. 


? Surplus agricultural commodities. 
: (= ce through U.S. voluntary agencies. 
S 


5 Fiscal years 1950 to 1952. 
of which $9 million constituted a loan. 
which $12.5 million constituted a loan. 


a 

t 

§ Of which $10 million constituted a loan. 

* The period of the Sinai Campaign when U.S. aid activities were suspended. 
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(The following memoranda have been submitted for insertion in the 
record at this point :) 
DEPARTMENT OF STATE 


Spectra, ASSISTANT FOR MuTUAL Securrry CoorRDINATION 


WasHinerTon, D.C., April 13, 1959. 
Hon. THomas E. MorGAN, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Dear Mr. CHarrMAn: I wish to submit the following amendment to the execu- 
tive branch’s Mutual Security Act of 1959, which was printed as a committee 
print on March 16, 1959. 

Section 204(g) of the bill should be amended to read as follows: 

“(g) In section 407, which relates to Palestine refugees in the Near Hast, 
strike out “1959” in the first sentence and substitute “1960”; and strike out the 
proviso in the first sentence.” 


The executive branch is requesting the deletion of the proviso in section 407 since 
its retention is likely to result in a reduced contribution by the United States for 
the fiscal year 1960 to the United Nations Relief and Works Agency for Palestine 
Refugees in the Near East (UNRWA) substantially below its full share of the 
minimum costs of maintaining the 960,000 refugees under the care of UNRWA. 
Sincerely yours, 
JOHN O. BELL. 


Aprit 21, 1959. 
Hon. TrromAs E. Morgan, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Dear Mr. CuarrMan: I should like to refer to my letter of April 13, 1959, 
which submitted additional language for section 204(g) of the executive branch’s 
Mutual Security Act of 1959. As you will recall, testimony on this subject was 
not presented during the hearings on the Near East and south Asia conducted 
by the committee on April 14. 

However, it is our understanding that the committee desired that justification 
for this proposed change be inserted in the record of the hearings. We have 
therefore prepared such an insert and have submitted it with the revised tran- 
script. We felt it desirable, however, to call your particular attention to this 
matter and are enclosing a copy of the insert as submitted with the transcript. 

Should the committee desire further testimony on this subject, we would be 
most happy to arrange at your pleasure for the recall of appropriate witnesses. 

Sincerely yours, 
Joun O. BELL, 
Special Assistant for Mutual Security Coordination. 


NEAR EAstT AND SoutH AsIA 


Subject: Revision of section 407 (Palestine refugees in the Near East) of the 
Mutual Security Act. 


The executive branch has requested that section 204(g) of the Mutual Security 
Act of 1959 be amended to read as follows: 

“(g) In section 407, which relates to Palestine refugees in the Near East, strike 
out “1959” in the first sentence and substitute “1960"; and strike out the proviso 
in the first sentence.” 

This request has two effects: First, it gives effect to the request for authoriza- 
tion of not to exceed $25 million for contributions to the United Nations Relief 
and Works Agency for Palestine Refugees in the Near East for fiscal year 1960; 
and second, it will eliminate the proviso that of funds appropriated pursuant to 
this authorization 15 percent shall be available only for repatriation or resettle- 
ment for such refugees. 

While the United States continues through the United Nations to seek ways 
and means of resolving the basic problem of which these refugees are the unfor- 
tunate victims, it is imperative that we continue, in cooperation with other gov- 
ernments, to provide essential funds for their relief and for a minimal rehabili- 
tation program. Last year the United States pledged $23 million to the budget 
of the United Nations Relief and Works Agency for Palestine Refugees and in 
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addition renewed our offer of $300,000 for planning or carrying out plans for the 
transfer of administrative responsibilities of the Agency. The Secretary General 
made a special effort to solicit additional funds from other governments for the 
UNRWA budget. The result of this effort has been such that it now appears 
that the entire U.S. pledge of $23 million will be called upon, In view of the 
increased refugee registration in UNRWA and the desirability of expanding the 
presently reduced rehabilitation program, it is believed essential that we be in 
a position to pledge up to $25 million of fiscal year 1960 funds for the relief and 
rehabilitation of the refugees. 

Even should the full $25 million be authorized and appropriated for fiscal 
year 1960 contributions, should the proviso on 15 percent set aside for repatria- 
tion and resettlement be retained, the United States will in fact not even be 
in the position to pledge this year’s amount for relief and rehabilitation, much 
less increase our pledge to the desired $25 million level. Because of the proviso 
in section 407, $3.75 million was set aside from fiscal year 1959 funds as avail- 
able solely for resettlement and repatriation. Thus, but $21.25 million of fiscal 
year 1959 funds was available for relief and rehabilitation. The United States 
$23 million pledge was made possible only through the availability of $2.4 mil- 
lion of prior year funds. However, it is expected that little, if any, funds will 
be available for carryover from fiscal year 1959 funds. Therefore, should we 
again be required to set aside for resettlement and repatriation 15 percent of the 
funds appropriated, the funds available for the U.S. contribution to relief and 
rehabilitation will be below those pledged last fall. The United States must be 
in a position to increase, not reduce, its contribution for the relief and rehabili- 
tation of the refugees. 

It should be noted that such action will not prejudice the efforts of the United 
States to seek basic resolution of the problem. To the contrary, the inclusion 
of such a proviso does not contribute to resolution of the basic issue. It is for 
this reason that the executive branch has not been able to utilize the $3.75 
million set aside for this purpose during fiscal year 1959. Thus, continuation 
of the proviso will not in our opinion contribute to the resolution of the basic 
problem but will have an adverse effect in limiting the funds available for relief 
and rehabilitation of the refugees. 
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WEDNESDAY, APRIL 15, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 


The committee met at 10:45 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. ‘ 

Chairman Morean. The committee will meet in executive session 
this morning to continue hearings on the Mutual Security Act author- 
izing funds for the fiscal year 1960, , 

Our witness this morning is Mr. James S. Killen, Director, U.S. 
Operations Mission for Pakistan, ICA. 

r. Killen has a statement and he may proceed. 


STATEMENT OF JAMES S. KILLEN, DIRECTOR, UNITED STATES 
OPERATIONS MISSION TO PAKISTAN, INTERNATIONAL COOPERA- 
TION ADMINISTRATION 


Mr. Kitien. Thank you, Mr. Chairman. 

Good morning, members of the committee. 

My name is James S. Killen. I am the Director of the U.S. Oper- 
ations Mission in Pakistan. I am here to discuss the program for 
Pakistan which is being considered by your committee. Before I 
enter into a discussion of Pakistan’s present problems, permit me to 
give you a brief outline of the background of our program in Pakistan. 

US. assistance to Pakistan started on a limited scale in fiscal year 
1951 as a technical cooperation program under the International 
Development Act. 

In fiscal year 1952, an expanded program was initiated and was 
integrated into the mutual security program. In February 1954, 
the President of the United States determined that Pakistan was 
eligible for military assistance. As a result, the previous programs 
were enlarged and supplemented in fiscal year 1955 by substantial 
defense support funds. 

Prior to 1954, our program in Pakistan was primarily a point 4 or 
technical assistance operation. It was to assist Pakistan as an under- 
developed country in increasing technical knowledge, developing 
economic resources, and contributing to the improvement of the stan- 
dard of living of the people. 

After Pakistan had entered into a military assistance agreement 
with the United States and adhered to the Baghdad Pact and to the 
Southeast Asia Treaty Organization, U.S. assistance in support of 
foreign policy objectives was concerned with providing the assistance 
necessary to help Pakistan to carry out the mutually agreed defense 
program and maintain the economy. 
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Since fiscal year 1955, our efforts in Pakistan have been primarily 
designed to support the country’s economy to the extent that it was 
considered necessary for the maintenance of political stability and 
the strengthening of its military defenses, thereby contributing to 
the security of the United States and the free world as a whole. 

By June 30 of this year, a total of approximately $970 million, 
including technical assistance, defense support, Public Law 480 
commodities, and including also the commitments made by the 
Development Loan Fund, will have been obligated under our various 
economic and technical assistance programs to Pakistan. 

The aid, military and economic, which the U.S. Government has 
been giving to Pakistan has been designed to meet two major policy 
objectives: 

(a) To provide sufficient resources to enable Pakistan to meet its 
defense commitments, to maintain consumption at politically tolerable 
levels, and to support an investment program which will be sufficient 
to meet the growing requirements resulting from the natural popu- 
lation growth; and 

(6) To encourage and aid the longer term economic growth of the 
country with a view toward decreasing dependence on external aid 
and toward ultimate self-sufficiency. 

The United States has a vital interest in insuring Pakistan’s in- 
dependence and its continuing alinement with the free world in collec- 
tive security against communism. It is therefore necessary to help 
Pakistan to maintain a military force capable of meeting this threat, to 
maintain levels of economic activity and standards of living capable of 
supporting U.S. interests in this part of the world. 

It seems now appropriate to assess the extent to which our efforts 
have thus far contributed to the achievement of the previously stated 
obiectives. 

With respect to the first objective, it can be stated that the target is 
being met on a current basis. Because of U.S. assistance, Pakistan 
has been able to carry out its commitments under the various de- 
fense arrangements to which she isa party. 

In the chain of Middle East and Asian collective security arrange- 
ments against Communist aggression Pakistan is definitely servi 
U.S. and free world interests. Her own independence as a free an 
sovereign nation has thereby been preserved. Through our defense 
support funds the productive base of the economy was maintained 
and a deterioration of the country’s standard of living has been 
prevented. With nutritional standards already among the lowest in 
the world, Pakistan came in recent years close to famine conditions 
which imports of food grains from the United States have avoided. 

In addition, because of our aid, modest levels of investment could 
be maintained and raw materials are entering the country at levels 
sufficient to meet the most urgent requirements of its small industrial 
sector. 

With respect to the second objective, progress, if any, has been 
Buen The level of investment has been scarcely sufficient to pro- 
vide a rate of growth in total production adequate to keep abreast of 
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the population growth. A considerably higher rate of investments 
would be required to generate a greater gross national product. 
Nevertheless, our aid has helped to prevent production and consump- 
tion levels from deter?orating. 
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Through our technical assistance programs’ in the’ fields of agri- 
culture, community development, public health, and others, we have 
been preparing the ground and building up the skills needed for 


economic growth. r water, power, and transportation projects 
have been geared toward buildi 9 the infrastructure needed for 
further economic development. ith resources available from the 


Development Loan Fund a further contribution toward meeting the 
target of eventual self-sufficiency will be made. __ it 297 
he above programs have been assisting Pakistan in meeting its 
immediate military and economic requirements and, at the same time, 
in providing a minimum of technical assistance needed for future 
economic growth. : ; : } 

It appears appropriate now to examine briefly the perspectives of 
economic growth and eventual self-sufficiency for Pakistan. Net eco- 
nomic growth in Pakistan to improve output faster than the increase 
in population involves a long, slow process. The economy is largely 
based on an agriculture which is inadequate to provide even an aver- 
age subsistence diet for its population. Exports are primarily de- 
pendent on two major crops, cotton and jute. There are major ob- 
stacles to be overcome, some of which are beyond Pakistan’s control. 

Foremost among the nation’s difficulties is the balance of payments 
problem. The country’s needs for foreign seme to import es- 
sential food items, machinery, and raw materials to keep its economy 
going at minimum levels exceed its foreign exchange earnings. 

Three-fourths of Pakistan’s export earnings come from cotton and 
jute. Prospects for future improvement in these earnings are not 
great. There appears to be no short-run way for the country to 
increase its export earnings to the extent necessary to cover its im- 
port needs. This situation is expected to prevail over the next several 
years, even if food imports were cut down. An improvement in the 
country’s balance-of-payments could be expected if the production 
of food were increased to a level of self-sufficiency. 

With concentrated efforts on the part of the government and the 
country, this might be achieved over a period of years. The resulting 
savings in foreign exchange could be substantial. 

Besides the structural factors which determine Pakistan’s balance 
of payments position, the deterioration of the country’s terms of trade 
have further aggravated its foreign exchange situation. As com- 
pared with 1950, Pakistan’s terms of trade, or the relation of the value 
of its exports to the cost of its imports has deteriorated by more than 
50 percent. This situation has arisen from the fact that the prices 
of the country’s major export commodities have considerably de- 
creased while the costs for its imports have increased even more than 
the decrease in its export earnings. 

In addition to these purely economic factors, there are a number 
of political factors which bear significantly upon the solution of 
Pakistan’s long-term problems of economic growth and eventual 
self-sufficiency. Among these is the question of Pakistan’s relations 
with other south Asian countries, India and Afghanistan. 

The settlement of these and other regional problems, such as the 
Indus waters issue, Kashmir, and cooperative exploitation of water 
and power resources will affect these prospects. ; 

The basic issue which Pakistan has to face in any attempt to achieve 
economic self-sufficiency is the expansion of the productive base of 
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its economy to such an extent that, politically acceptable levels of con- 
sumption and adequate economic growth can be achieved. 

Now I should like to discuss with you some matters which I feel will 
more clearly bring forth some of the concrete issues we deal with in 
Pakistan. 

My opening remarks tried to give you a rounded picture of the total 
economic assistance to Pakistan to date and its relations to U.S. objec- 
tives in that country and some brief indication of how fully those 
objectives have been met up to the present time. 

would like to comment briefly on some elements of the problems 
that Pakistan faces. I would like to make some comment on the new 
government of Pakistan which came into power last October and I 
would like to mention some criteria which the mission has established 
for evaluating and operating its program in the country and how these 
criteria are being currently applied—some brief comment on possible 
future aid needs in Pakistan. 

Portions of this, with the committee’s permission, I would like to 
read and part of it I will deal with on a kind of an off-the-cuff basis. 

As of June 30 this year, the economic and technical assistance pro- 

am in Pakistan will be 8 years old. In these 8 years the United 

tates has provided total economic assistance of approximately $970 
million, made up of technical assistance and defense support, Public 
Law 480 sales, project aid from the development loan fund committed 
up to now and aid from other U.S. sources of one kind or another. 

This aid, in concert with military assistance, has been directed at 
two major target areas. 

First, to protect Pakistan territory against Communist aggression, 
to bolster her military defensive strength, to associate her more closely 
with free world collective defense arrangements, to strengthen her 
political integrity and her ties with the community of free nations, and 
to achieve these targets without economic and social deterioration in 
the conditions of the Pakistan people. 

Second, to encourage and assist the longer term economic growth of 
the nation with a view toward lessening dependence upon external 
assistance and toward ultimate independent viability. 

The time and money already invested seem to warrant an assessment 
of the measure of achievement of these U.S. objectives in Pakistan to 
date and of the prospects for their future fulfillment. 

The goals situated in the first target area have been and are being 
largely met on the current basis. Pakistan does enjoy territorial in- 
tegrity. Her military posture is strengthened; she is an active mem- 
ber of the Baghdad pact and SEATO, her political and military col- 
laboration with the free world is cooperative and it is fruitful and 
there has been no general deterioration of her people’s economic and 
social conditions. 

In all these respects, therefore, it can be stated that U.S. objectives 
are being largely satisfied on a current basis. 

With respect to the longer-term objective of lessening dependence on 
aid and the achievement of ultimate independent viability, progress, 
if any, we must admit, has been slight. 

Total investment since the initiation of the aid program including 
both indigenous investment and that supported by U.S. aid and aid 
from others has provided a rate of increase in the gross national 
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product barely large enough to keep abreast of the population growth 
in the country. 

The rate of investment has been far below that necessary to gen- 
erate the increases in output essential to increase per capita income. 

It is hard to escape the conclusion that the state of the economy in 
net terms of per capita production and consumption, and in spite of 
aid-provided resources, 1s virtually unchanged from 1955 when mili- 
tary and defense support aid programs were initiated. 

uring pecs teres Pakistan’s stated requirements for both Public 
Law 480 commodities and defense support have tended to rise, while 
foreign exchange holdings as of January 1, 1959, show a steady down- 
ward trend for the past 2 years. 

Despite U.S. aid and excessive use of dwindling foreign exchan 
reserves, it has not been possible for Pakistan to do more than maintain 
the status quo and per capita levels of production and consumption. 
Whatever may have been the accomplishments on the political and 
military fronts, neither the United States nor Pakistan can lon 
countenance this exhaustion of resources with no compensating erowtl 
in the country’s economic health. 

Now, what are some of the reasons for this condition? While a 
multitude of reasons can be marked to account for Pakistan’s failure 
to cope more successfully with her economic problems, the following 
seem to be major: 

First, balance of trade problems. Second, adversity in the terms 
of trade. Third, the cost of the military establishment and, finally, 
certain internal problems of government itself. 

I would like to discuss each of these very briefly. 

With respect to balance of trade problems Pakistan is a producer 
of primary agricultural products; jute and cotton account for about 
75 percent of her export earnings. Hides, tea, carpet wool and fish 
come to about another 15 percent. Then a miscellany of manufactured 
items perhaps account for the balance. 

Jute has been relatively stable in price and volume. Cotton has 
varied seriously and fallen both in price and volume in the last year 
or so. There is no foreseeable short-term prospect of any significant 
change in this general picture. 

Certain exports can be expanded nominally and over time, but there 
is no great likelihood of closing the trade gap in the years immediately 
ahead, with this kind of export. 

Jute—if prices and volume are pushed too hard—might suffer in the 
face of competitive packaging materials and, of course, future cotton 
exports are subject to a great many hazards, both known and unknown. 

ome savings on imports can be effected through the expanded pro- 
duction of sugar, paper, fertilizers and so forth, but, in the short run, 
these import savings probably will be largely offset by increasing 
import requirements of equipment, petroleum items, supplies, raw 
materials and so forth. 

On balance then one cannot anticipate with confidence much short- 
term improvement in the balance of trade. _ 

Now, there are three possibilities that conceivably could hold some 
real promise in this area. In the first place, if the country could 
become self-sufficient in food, it would save from $30 to $50 million 
worth of foreign exchange a year now being paid for food imports, 
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of which rice is the most. significant element. This is over and above 
the supplies coming in under our Public Law 480 program. If some 
savings could be effected in the foreign exchange cost of the military 
this, of course, could be reflected directly into an improvement in the 
balance-of-trade picture. And lastly, which is more a hope, if some 
of the present exploratory work of a number of the American and 
foreign oil companies were to come to fruition this, of course, would 
a aaa import requirements of petroleum items very substantially 
i ; 

The second point concerning the adversity in the terms of trade one 
can simply say that since partition in 1947, the value of Pakistan’s 
export earnings has fallen more than 50 percent. <A dollar’s worth 
of exports provides about 50 cents worth of imports in terms of 
1948 prices. 

Pakistan’s military establishment, while modest in numbers for a 
country of 85 million people, consumes over 50 percent of the central 
government’s revenues and represents about 30 percent of the central 
government’s expenditures. 

This apparent inconsistency is reflective of the extent to which the 
overnment’s expenditures.are made up of not only its own resources, 
ut foreign resources as well. 

While this cost of the military is partially met by defense support 
assistance, the total impact of defense expenditures on total resources, 
including aid, leaves inadequate availabilities to carry on the nation’s 
developmental effort. 

The last point concerning the internal weaknesses of the govern- 
ment—on the last point I would like to make the following comment : 

Pakistan, like many another newly independent and poverty stricken 
country, lacks the experience and skills in government administration 
so essential to. carry on this effort. ‘Traditional processes of the colonial 
administration provides for scanty training in the marshaling and 
expenditure of resources. 

Closely associated with this weakness are the frustrations flowing 
from the allocation of responsibilities for government between the 
central government and the provincial governments. These difficulties 
are compounded, especially in the eb dcsisiigs by the corresponding 
fragmentation of responsibilities between the host of different 
governmental departments and agencies, 

In order to get almost any kind of action program going—for 
example, in the field of agriculture—we find essential components of 
that, program spread over a large number of government departments 
which makes coordination and effective action that much more difficult, 

This problem is a continuing obstacle in many aspects of the USOM’s 
technical assistance program and in capital projects as well. 

A not unrelated, but different problem, is the lack of a sound fiscal 
program at both the center and the provinces. The traditional author- 
ity of the large landowner in all branches of government is reflected in 
the maldistribution of taxes on the various sectors of the economy. 

Past and existing tax structures are neither equitable nor incentive 
creating. As a result, tax evasion, tax avoidance and understaffed 
revenue departments have resulted in revenues inadequate to meet the 
requirements of both administrative and development. budgets, 

pt deletion. ] 

Mr. Kitten. Lastly, the needs of development have failed to receive 
the attention in governmental policies and action that is so essential. 
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While not completely unrecognized, development has been relegated 
to a secondary position by past governments. — [Security deletion. ] 

These are some of the [security deletion | conditions that have tended 
to undermine the health of past Pakistan governments and the 
Pakistan economy. 

It is clear that not all of Pakistan’s problems are of her own making. 
She has indeed fallen victim to conditions over which she had no con- 
trol. At the same time, up to the advent of the present government, 
her successive governments failed to so energize the nation as to make 
possible full utilization of even that which she had. Whether the new 
government can do this is today’s $64 question. 

Now, General Ayub, who is president of the government that took 
over last October, and his associates are committed to a program of 
reform and revitalization. Land reform, refugee housing, relaxation 
of controls, revision of taxes and more effective collection procedures 
and economies in government spending are high on the agenda of 
their activities. It is intended to eschew deficit financing and next 
year’s budgets are being planned pncnarengne 

[Security deletion.] Efficiency of administration is receiving a 
new attention. 

By and large the first 6 months that the new government has been 
in office have brought forth a rather creditable performance. Some 
of the cabinet officers, particularly the Minister of Finance and the 
Minister of Foreign Aileitetoia o incidentally is concerned ve 
largely with internal matters as well—are both outstanding indi- 
viduals, determined to achieve the objective of setting the country 
back on the path to political and economic health. ey are not 
minimizin obstacles and the probable need for continuing any 
substantial assistance from the United States ai. from others for 
several years. 

The Minister of Finance is initiating an attack on major internal 
problems, some of which are cited above. 

Both of the above-mentioned ministers a preciate the adverse effects 
on Pakistan’s well-being of the dispute with India and are willing and 
eager to work for amelioration of this problem. General Ayub too 
has also, upon occasion, indicated his awareness of this priority 
objective. [Security deletion]. 

On balance the climate we think now is more favorable for coping 
with the country’s major difficulties than at any time in the past. 

Now, that.is generally how we see the picture. 

Now, you can properly ask the question, “What are you doing about 
it?” “What are you doing with the aid program in the light of 
these cireumstances to make it as effective an instrument as possible in 
the pursuance of U.S. foreign policy objectives in that country?” 

I would like, for the next 5 minutes or so, to run down some of 
these things that are being undertaken by ICA and the mission to do 
just that. 

We have been trying to work up a program of actions, attitudes, and 
policies which will strengthen the overall operation in that country. 

Certainly past performance of Pakistani governments has indicated 
that they have not been unwilling to lean heavily on U.S. aid as a 
means of keeping their economy afloat. 
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We look upon this aid program as a supplement to Pakistan’s 
self-help efforts. This has e almost a motto of the mission in 
our dealings with the Government of Pakistan. We have tried to 
reflect this attitude not only in our conversations and discussions with 
them, but in dealing with specific aspects of the overall U.S. program 
in that country. 

[Security deletion }. 

Mr. Kitten. A second yardstick which we are using is the neces- 
sity that the host government certainly must meet its own commit- 
ments under the joint projects which we are administering if they 
expect us to carry forward on those projects. 

[Security deletion. } 

Mr. Kitten. A third criterion is the need for limiting the activities 
the mission is engaged in to a manageable number. Basically, this 
means to seek the most effective use of resources—physical, financial, 
and human—and secondly, to limit the administrative overburden of 
the mission’s operations. 

We are now engaged in an operation in the mission which will fur- 
ther streamline a good part of our technical assistance program. I 
want to say that this does not necessarily mean that any less money 
will be required or any less people will be required, but we hope it 
will mean, and I am sure that it will mean, a more effective use of 
money and people. 

Of course, all of the activities which have been initiated out there 
in the past have been essential and very much worthwhile in terms 
of the needs of the economy. The problem comes as to the extent to 
which a U.S. Operations Mission can effectively administer a program 
scattered over a wide range of activities. Once these programs are 
established, of course, it is difficult to bring them to a close. Various 
departments of government acquire a vested interest in individual 
projects. You have personnel on the ground. They have personnel 
assigned to these projects, and although you may feel that this is a 
relatively less than top priority use of resources, it is pretty difficult 
just to unilaterally cut it off, once these interests are established. 

We are, however, taking action now to very sharply curtail the 
number of activities in which we are engaged in Pakistan, and I 
think that by the end of this fiscal year the number of projects that 
are fully on the books will be reduced by over 50 percent. 

This will mean in some cases a curtailment of an activity, an elimi- 
nation of an activity, a combination of activities or a complete revi- 
sion of the activities concerned. It will also mean—and the bulk of 
the reduction in the number of ign referred to above is in this 
category—that many projects which for practical purposes are al- 
ready completed will be formally closed out and certified as completed 

rojects. 
: A fourth yardstick that we are trying to apply—and this is some- 
thing that perhaps some people wouldn’t agree with—is that in the 
initiation of technical assistance programs in fields of community 
development, in public health, in education and other similar social 
welfare areas, it inevitably follows in these underdeveloped coun- 
tries—and I have seen this not only in Pakistan, but in other countries 
with which I have been associated—that the resources of the host gov- 
ernment in its own fiscal revenues are always seriously inadequate to 
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carry the financial burden that these additional and growing pro- 
grams represent. 

As a result, if we are not careful, we could find ourselves picking 
up the total expense of these activities under the aid program—not 
only the dollar expense, but the local currency expense as well, con- 
sidering them to be of such essentiality to our long-term objectives 
that this complete covering of cost by the United States is justified. 

We have been inclined to question this. Recognizing the value of 
these programs, yet, we still feel it is a mistake for us to use our pro- 
gram to build up activities which have substantial budgetary require- 
ments which have to be provided by the United States. 

So what we are trying to do is to emphasize to the Government of 
Pakistan in the instant case that it must expand its fiscal revenues so 
that programs in public education, community development, public 
health, and other social welfare fields can be financed largely out of 
their own revenues and can show up on their own administrative 
budget, financed by their own resources while we gradually move to 
a position where we provide only the technical assistance necessary. 
In the initial stages, we may provide demonstration equipment. 

A fifth thing we are trying to do—and we are doing—is to insure 
adequate planning and engineering for capital projects which have 
been proposed for U.S. Goverment financing. ‘Today most of these 
projects being proposed are being suggested for Development Loan 
Fund financing. What we are trying to do is to see to it that, through 
our own engineering services in the mission, we are able to work with 
the Government of Pakistan, consulting with and advising their en- 
gineers, their economists, and their technicians in the preparation of 
applications to the Development Loan Fund, or other financing institu- 
tions, such as the World Bank, in such a way that these institutions 
will have before them a full story giving the pros and cons that must 
be considered in determining their final action. 

We think that this is a kind of technical assistance of the greatest 
possible value to the Government of Pakistan engineers, technicians, 
and economists. It helps them to learn how to do a job of cost ac- 
counting, for example. It assists them in learning how to do the 
engineering necessary to prepare a loan application. It gives them 
experience and training in calculating cost-benefit ratios which can 
be applied to a project. We have sought as vigorously as possible 
to strengthen the mission’s capacity to do this sort of a job and I think 
in that effort we are experiencing no little measure of success. 

I could cite a number of projects to illustrate the point but I don’t 
think it is necessary at this time. 

Lastly, I say that we are trying to establish for ourselves, and to 
encourage the Government of Pakistan to establish on its part, a far 
more effective administrative mechanism for carrying forward not 
only the aid program, but on the part of the Government of Pakistan 
in dealing with all of its governmental administration problems. 

This sort of an attack falls in a number of different areas. In the 
first place, we are certainly seeking to improve our own procedures, 
our methods and our approach to these things, some of which I have 
already mentioned. 

We have some responsibility in the matter of title II and title III 
programs under Public Law 480; the voluntary agency programs, 
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for example, a certain amount of responsibility on the mission, 
particularly the comptroller’s office. We found that there was de- 
veloping a substantial amount of criticism in Pakistani circles about 
the way in which title III goods being handled by the voluntary 
agencies Were being administered. Goods were allegedly getting into 
black market channels, they were showing up for sale in Pakistani 
shops at exorbitant prices, and we felt it necessary, regretfully, to 
suspend those programs completely pending some exploration of the 
difficulties and determination of corrective measures. They remained 
suspended for a long time. It looked for awhile as if we were not 
going to get them going again. Rightly or wrongly, the mission took 
the position with the Government of Pakistan it was up to the Gov- 
ernment to decide whether they wanted these programs—we weren't 
trying to sell them to them—and if they wanted them the necessary 
standard of performance had to be met. 

I am happy to say that those standards have the written agree- 
ment of the Pakistan Government and the programs are now 
reinstituted. 

In a wide variety of ways we are cinching up on our auditing and 
end-use observation p ures. 

I am afraid the Government of Pakistan feels we are getting a 
little bit tougher with them than they would like. We have submitted 
refund claims in a number of instances in which performance didn’t 
seem to have met the standard requirements. They have already sub- 
mitted a refund check of something in the order of half a million 
dollars on one of these accounts and are giving us adequate docu- 
mentation to enable us to write off some of the other questions that 
we had raised. 

By and large, I think that our operations in this respect are im- 
proving very substantially. We have effected some improvement in 
the administrative side of our own mission operations. 

One of the things on the Government of Pakistan’s side that has 
troubled us a great deal has been the methods the Government uses 
in its procurement policies. A great. deal of the procurement which 
is done on aid-financed goods has been done through government 
procurement agencies, In Pakistan it is called the Department of Sup- 
ply and Development. 

Some procurement on government account is pretty essential. On 
the other hand, we have felt that in the case of equipment and spare 
parts and other mobile supplies, a great deal more effective use could 
be made of the dollar, were the Government to utilize the normal 
commercial importers, the manufacturers’ representatives, the ac- 
credited representatives of the supplier who maintain operations in 
Pakistan. 

They have been more or less foreclosed from a great deal of this 
government procurement and, as a result, spare parts of the wrong 
kinds have sometimes been procured by the Government and been put 
away on shelves and gather the usual amount of oxidization. 

We have taken the position with the Government that in the case of 
tractors, trucks, jeeps, and this sort of thing, procurement should be 
handled through the commercial dealers who then have the task of not 
only supplying spare parts, but of providing service and maintenance 
to this equipment throughout the country. 
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I am happy to say that while we haven’t completely finished this 
task, we are well underway to a successful completion. The Gov- 
ernment is now giving import licenses to the accredited representa- 
tives in much larger degree and I think the whole operation will be 
greatly improved. 

I could go down the line and cite to the members of the committee 
a number of respects in which we can support our assertion that on 
an overall basis we are seeking continuously and with success to see 
to it that the funds which this committee and the Congress make 
available to the U.S. Government for this purpose are being spent 
wisely and to good effect. 

Now basically what we are seeking is the better use of resources. 
Both the U.S. resources and the Government of Pakistan resources. 
We are seeking greater respect for the U.S. Government and for its 
aid program. Mowe seeking a greater self-help effort on the part of 
the Government of Pakistan. e are seeking greater prospect of 
Pakistan’s progress toward ultimate independent viability. 

In all of this we look upon economic growth as a means to an end, 
not an end in itself. We consider the end to be the improvement in 
human welfare, measured not only in economic terms—perhaps less 
in economic terms than in social and intellectual terms. We feel that 
our whole effort should be considered; economic development should 
not be considered an end in itself, but a means.to this much broader 
objective. 

ow, I have one last comment I would like to make, gentlemen, and 
then I am through. 

The level of defense support aid is related to the economic impact 
of the magnitude of the agreed military program; that portion of 
U.S. aid to Pakistan which is mainly related to the economic needs 
of the country includes technical assistance, ss primarily of 
services and demmenatvatiins sales of Public Law 480 foodstuffs, and 
Development Loan Fund loans for capital projects. 

[Security deletion. ] 

Mr. Kiiten. The last point I wish to make in this statement con- 
cerns Pakistani-Indian relations. Given the consequences of these re- 
lations, the United States cannot be unmindful of the extent to which 
the present situation is a counterforce to the efforts which our policy 
and our aid programs are designed to support. 

Knowing this, the problem becomes one of knowing how U.S. in- 
fluence and U.S. aid can be utilized to reduce these tensions and to 
enable U.S. resources to play a more constructive role in the sub- 
continent as a whole. The continuing neéd of both countries for as- 
sistance under present aid programs, plus the possible need of some 
additional international aid to underwrite some of the costs of activi- 
ties which would follow on a settlement, if any, of the Indus waters 
dispute, might present a suitable occasion for seeking some ameliora- 
tion of the tensions that are now so prevalent. 

Chairman Morean. Mr. Killen, do you believe that the burden of 
the military effort on Pakistan is sufficiently heavy to make the coun- 
try weaker or stronger? 

Mr. Kriten. I think, Mr. Chairman, that U.S. assistance to Pak- 
istan today, both in the field of military aid and economic aid, performs 
the. assigned function and offsets such a substantial part of the total 
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cost of the military burden there that it cannot be said that.this has a 
deteriorating influence, a greater deteriorating influence on the econ- 
omy of Pakistan than would be the case were there no military program 
and no aid. 

Chairman Morean. What is the percentage rate of our contribution 
to their total military budget ? 

Mr. Kuiten. Their total military budget runs in the rough magni- 
tude of 1 billion rupees. We contributed in the last 2 years directly 
in rupees to the military budget an average of about 200 million, I 
believe. That was something between 20 and 25 percent of the actual 
budget. 

(Security deletion.] 

Chairman Morean. Mr. Killen, what do you recommend should be 
done with the Ganges-Kobadak irrigation project ? 

Mr. Kitien. I believe the Ganges-Kobadak project was a subject of 
extensive hearings this last winter. 

I would like to make a brief comment on this, if I may. One can’t 
help but be impressed with the well nigh staggering problem in East 
Pakistan. Here are 45 million people in an area the size of the State 
of Florida. Half of that area is under water a good part of the year. 
The density of the population during the flood season is about 1,200 
people per square mile. The country is far from being self-sufficient 
in food. Much of the actual foreign exchange outlay is to buy rice 
for East Pakistan; that cost the government has to incur. They have 
to do something, if the country is ever going to achieve any degree of 
self-sufficiency at all, to expand the production of rice in East Pakistan. 

This means controlled water supplies, and the Ganges-Kobadak 
project, whatever its faults and whatever the shortcomings in its 
planning, was designed to put controlled water through a substantial 
part of this land to expand the production of rice. 

Now, what do we do about it, standing as we are now, with the 
problem as it is? I think we have to find some way to share with the 
Government of Pakistan the problem of getting water on these Jands 
which the Ganges-Kobadak project was intended to serve. What 
changes might have to be made to deal with economic and engineering 
problems that exist in the original plan T cannot say, but T am propos- 
ing that American engineers and Pakistani engineers sit down once 
more together and try to work out an engineering plan that will per- 
mit this to be as economical and as profitable as possible. 

Chairman Morean. Mr. Killen, we can proceed 5 or 10 more years 
on this project and perhaps find that it will then end up as a failure, 
or we can pull out now. What do you think would be the political 
consequence as far as Pakistan is concerned ? 

Mr. Kriten. Mr. Chairman, I know there is always a tendency to 
exaggerate—or some people think there is a tendency to exaggerate— 
the political consequences of any short-term action and I don’t want 
to be charged with exaggerating political consequences if we were 
to pull out. 

I think, in all seriousness, that the political consequences of our 
withdrawal from this project at this stage would be most hurtful to 
the United States prestige in East Pakistan. 

[Security deletion. ] 
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Chairman Morean. Mr. Killen, what happened since last December 
regarding the sawmill which is part of the Chittagong Hill project? 

e had hearings on it before our subcommittee. 

Mr. Kinien. There is a Canadian-American firm called Sandwell 
and Co., building a newsprint mill for the Government of Pakistan 
in East Pakistan in Koulna. This is an outstanding American- 
Canadian firm with broad experience in papermills, sawmills and 
hydroelectric projects. 

We are discussing with them now the possibility of getting them 
to design, to supervise construction of, and to manage for a period 
of a year or 2 years this sawmill in East Pakistan. We are either 
going to get this project off the ground, Mr. Chairman, or we are 

oing to cancel it out. I think we are going to get it off the ground 
in the matter of the next very few months. 

We would have cancelled it out before this were it not for the fact 
that the sawmill is one leg of a four-legged stool, including the timber 
extraction project in the Chittagong Hill tracts which is going along 
very well indeed. Another part is the forest products laboratory in 
Chittagong which is now being completed and is being done under the 
guidance and with the assistance of the Forest Praducts Laboratory 
at Madison, Wis. The fourth part is the timber treatment plant in 
Dacca which is designed to creosote and treat timbers to be used for 
railway ties from the sawmill. So we have real need to go ahead with 
this sawmill. 

Chairman Morean. You feel some of the procedures you outlined 
there in your statement will help speed up projects of this kind then ? 

Mr. Kien. I believe so, sir, yes. 

Chairman Morean. Thank you, Mr. Killen. 

Mr. Chiperfield. 

Mr. CuIPERFIELD. Thank you, Mr, Chairman. 

I want to thank you for a very frank and constructive statement. 
To me it was very impressive. 

It has been called to my attention that our review of the Pakistan 
program, shows that money from previous years’ appropriations was 

isted as obligated, but beyond that nothing was done. What has 
been done with those funds, either for the purposes supposedly 
obligated, or for other projects? 

Mr. Kitien. There was initiated in the mission, Mr. Chiperfield, 
as of June 30 each year, a complete section 1311 review of all former 
obligations. We are now making a new 1311 review at quarterly 
periods. The objective here is to keep our funds up to date, as it 
were. If it appears in any instance that there are ol , unexpended 
balances which are not required for the uses for which they were 
originally obligated, they will be deobligated and reobligated for 
active programs. 

Mr. CuiperrieLD. Many of the problems of Pakistan were discussed 
yesterday, but just one minor point for my information. You men- 
tioned an air mission or project that was suspended and is now going 
on. I believe it pat Fy navigation facilities and so on. 

Now, other countries use those facilities. They have airlines going 
into that gantry, Do they contribute anything toward the project 
or mission 
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Mr. Krtxn. No. This project, the improvement of civil air navi- 
gational facilities is strictly a bilateral project. 

Mr. CHIPERFIELD. So ota countries’ airlines get the advantage of 
it, but do not pay for it? 

Mr. Kien. That is right. 

Mr. Cuirerrietp. Thank you, Mr. Chairman. 

Chairman Morean. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

[Security deletion. | 

Mrs. Kexiy. There isn’t any money being spent from this program 
of economic development for improvement of the airways in Pakistan ? 

Mr. Kitten. We do provide assistance to civil aviation [security 
deletion] are concerned, these are not financed from funds adminis- 
tered by ICA. Public Law 480 rupees—U.S.-owned rupees—are used 
for this purpose to cover local costs. 

Mrs. Ketiy. They are being used and that does not come under 
your direction ? ; 

Mr. Kitten. That is right. The disbursing officer releases the 
es but we do not control their expenditure. 

rs. Ketty. The development of the poet, economic or other- 

wise, doesn’t come under your supervision 

Mr. Kien. If it is a military project and it comes under the 
MAAG. 

Mrs. Ketiy. That is all, Mr. Chairman, but I would like to have 
that question answered by the military. 

Chairman Morean. Colonel, can you answer that question ? 


STATEMENT OF COL. EDWIN V. SUTHERLAND, U.S.A., OFFICE OF 
REGIONAL DIRECTOR FOR NEAR EAST, SOUTH ASIA, AND AFRICA, 
OFFICE OF ASSISTANT SECRETARY OF DEFENSE FOR INTERNA- 
TIONAL SECURITY AFFAIRS 


[Security deletion. ] 

Mrs. Ketrty. Have we complete use of those air bases? U.S, 
missions ? 

Colonel SurHERLAND. We have had no occasion to use them ex- 
cept administratively. We could use them if the occasion developed. 

rs. Ketiy. There is no agreement ? 

Colonel SurHertanp. Not to my knowledge. 

Chairman Moraean. Mrs. Bolton. 

Mrs. Botton. Thank you, Mr. Chairman. 

I am all too ignorant about Pakistan, but am deeply interested in 
it for various reasons. 

What effect on India does our assistance to Pakistan have ? 

Mr, Kitten. You are speaking of the economic? 
mt: he Botton. Yes. As we help Pakistan, what does that do to 

ia ? 

Mr. Kitten. Insofar as I know, I have never heard of any adverse 
effects in India being related to our economic aid program to Pak- 
istan. 

Mrs. Botton. I would like very much to have a picture of the situ- 
ation of women in Pakistan. Not necessarily now, but if you could 
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submit it, I would like to know what their status is, what their policy 
is, what their capacity might be. 
(The information is as follows :) 


STaTus OF WOMEN IN PAKISTAN 


Pakistan being a Moslem country, Moslem traditions and beliefs form neces- 
sarily the general framework for the status of women of the country. Never- 
theless, women enjoy equal political rights with men and are legally protected 
with respect to marriage and property. 

Purdah is widely observed among the middle classes but increasing changes 
in this respect are evident on every hand. The women of the lower classes for 
the most part do not observe purdah; because of their low economic status they 
attend at best four or five grades of elementary school, In the upper classes 
and particularly among the governing elite, purdah has already been widely 
discarded. The process of social change in general and particularly with respect 
to women is very much evident. There is in Pakistan a strong woman’s organiza- 
tion, the All Pakistan Women’s Association (APW'A), which is headed by Begum 
Liaquat Ali Khan, Pakistan’s present Ambassador to the Netherlands. 

Since partition in 1947, numerous schools and colleges for girls and women 
have been established and are well attended. In some of the universities there 
is even coeducation. In most larger communities, either under the sponsorship 
of APWA or the Red Cross or other types of social welfare organizations, women 
are increasingly active in public life. Prior to the change in government in 
October 1958, women had adult franchise and, even though they may have 
come to the polls in purdah, made wide use of it. There were women represent- 
atives in both the provincial parliaments and in the central parliament. How- 
ever as yet no woman has ever served in the cabinet ; but a number of Pakistani 
women have represented their country abroad as ambassadors or delegates 
in the U.N. and in UNESCO. 

As in many of the economically underdeveloped areas of the world, the status 
of women is very much affected by the speed of economic development and the 
resulting changes in social and economic status which this process implies, 


Mrs. Bourton. I also would like to‘have something on what is called 
the postgraduate college of nursing.. Where is there a college of 
nursing that isn’t postgraduate? Where is there a school of nursing? 

Mr. Kitten. There are schools of nursing in many of the hospitals, 
especially the larger hospitals in the cities of Pakistan. For example, 
in Karachi, Lahore, and Dacca. 

Admittedly the standards maintained in these schools of nursing 
are not very high. Nursing, as a women’s profession, has not been 
looked upon with great favor by the community in Pakistan gen- 
erally—both male and female—and my doctor friends tell me that 
one of the most difficult tasks confronting the hospitals and the 
doctors is to get the right kind of girls—competent, educated girls into 
the nursing profession. 

Mrs. Botton. I suppose they work under the same disadvantages 
that have affected the beginnings of nursing schools everywhere. The 
first women who apply for that kind of thing are usually street 
women of no reputation. Therefore, the decent ones don’t goin. The 
problem is a universal one and I was wondering whether any strides, 
any improvements had been brought about in the Pakistan situation. 

Mr. Kitten. I think it is a social problem and, of course, our part 
is very minor but there is a real effort being made today, working 
with the sophisticated and more or less westernized women in the 
country to break down some of these traditional attitudes and to get 
educated girls from middle-class families—— 

Mrs. Bouron. There isa middle class? 
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Mr. Kitten. There is a middle class, yes, it is not too large, but it 
is there—to get them to take on nurses training. Some success is being 
experienced in this. 

rs. Bouron. What is the educational possibility in Pakistan for 
both men and women ? 

Mr. Kitten. It is expanding slowly. 

Mrs. Bouron. It is very low,isn’t it? Literacy is not great. 

Mr. Kitten. The literacy rate is only about 15 percent throughout 
the entire country. 

Mrs. Boutron. And there are increasing numbers of schools, and do 
you help any in the school end of things ? 

Mr. Kitten. What we are doing right at the moment, we are pro- 
viding grant rupees to teacher training colleges. One at the Uni- 
versity of the Punjab in Lahore and one at the University of Dacca in 
East Pakistan. 

Mrs. Bouton. Where do you get the students if there is so little 
previous education ? 

Mr. Kuten. The population is 86 million. There are students. 
There are teachers in Pakistan. It is a question of upgrading the 
quality of these teachers and increasing their numbers. 

Mrs. Bouron. And the only way to increase their numbers would be 
to increase the schools, primary, grade schools, and so forth ? 

Mr. Kitten. That is being undertaken. 

Mrs. Bovron. That is being undertaken ? 

Mr. Kitxen. Yes. 

Mrs. Bouron. By the Pakistan Government? 

Mr. Kiizen. By the Pakistan Government. 

Chairman Morcan. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Killen, how many projects are we now committed to in Pak- 
istan 

Mr. Kien. Mr. Selden, there are actually on the books, because 
none have ever been taken off the books, approximately one hundred 
projects. I expect that we will have that list down to about 30 in the 
course of the next 6 months. 

Now, of these 100 projects, only about 45 or 50 could be classified 
as active projects now. For fiscal year 1960 funds we are now pro- 
poss for only 34. One of the problems here—and we perhaps 
have been derelict, we just haven’t done this, we are now doing it—is 
the task of developing a project termination agreement which can be 
executed with the government to officially close out a project. -That 
has now been approved and we are going to execute in the next several 
weeks and months, project termination agreements on over 50 percent 
of the projects that technically are still on the books though they may 
not be active. 

Mr. Sevpen. How many projects were we committed to when you 
went to Pakistan 18 months ago? 

Mr. Kitten. It would be approximately the same number. We have 
added a few new projects. I couldn’t tell you exactly how many, since 
I have been there. 

Mr. Sexpen. None have been terminated to date ? 

Mr. Kitten. We closed out operations on them but they haven’t 
been officially terminated. 
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Mr. Sevpen. How do you go about terminating a project ? 

Mr. Kitten. We would execute a project termination agreement 
with the Government of Pakistan. 

Mr. Setpen. In other words, they will agree to allow us to terminate 
the projects to which we are committed ? 

r. Kitten. It will be by mutual agreement that our participation 
in this activity will be closed out. 

Mr. Sexvpen. And you anticipate over 50 percent will be closed 
out within the next 6 months. 

Mr. Kitten. That is right. 

Mr. Sevpen. Will there be any repercussions as far as the Govern- 
ment of Pakistan is concerned ? 

Mr. Kitten. I think there will be some fussing about it here and 
there in those cases where we may actually be cutting down on an 
activity and not just formally terminating a project that has already 
been completed. When we suspended this civil aviation project a 
year ago, there were a couple of newspaper stories, talking about the 
unfriendly act that this fellow Killen undertook. Naturally we could 
not get Government of Pakistan agreement to go along with that 
because it was semipunitive action against Pakistan. think this 
is wok veapg we have to pay to assure the most effective use of resources 
possible. 

Mr. Setpen. Why is it we became committed to so many projects 
that are now going to be canceled out ? 

Do you feel we overstepped our bounds in committing ourselves 
on so many projects, or do you think those projects were worthwhile 
when they were set up and are now not as worthwhile as they were 
to begin with, or what is the answer ? 

Mr. Kitten. Well, Mr. Congressman, this isn’t an official answer. 
It is just my personal view. I think that in the first place, the Pakistan 
program, as you know, started out as a point 4 program. It was 
exclusively technical assistance. It was started out in the read days 
of the point 4 program when many of us who were associated with 
the program still had a lot to learn—we still have a lot to learn 
about it—and we have learned that the administrative problems of 
administering and handling such a large and diverse number of 
activities result in a less than the most effective use of resources and 
with less than the desired benefit to the host government. 

. The host government has reached this same conclusion. When we 
talk about reducing the number of projects and concentrating our 
efforts in the highest priority areas, you always get agreement from 
the host government for the principle. From the President right 
on down, they will agree as to the principle. 

- When it comes to a specific project, there is always going to be 
somebody who objects. 

Mr. Srexpen. I would like to ask one other question: By termi- 
nating these commitments, will it release any funds that have been 
committed for use on terminated projects ? 

Mr. Kitten. It will release some funds, yes, sir. 

Mr. Sevpen. Do you have any estimate of how much will be released ? 

Mr. Kriten. I would have to check the record as to what the actual 
deobligations have been and what they may be. As I said, we check 
this each year, under the terms of section 1311 of the basic law, and 
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we deobligate funds whenever we feel they are not needed to do the 
job we started to do. As a matter of fact, we’d have needed more 
money this year if it had not been for the use of deobligated funds. 

Mr. Setpen. Was that taken into consideration in the compilation 
of the 1960 budget ? 

Mr. Kriten. Yes, sir. 

I might say, Mr. Selden, that when we talk about the history of 
the projects, certainly we must recognize too that many sechiatuahive 
been very successfully brought to completion. Projects like that are 
no longer active. All I meant to say was that they had not been 
formally terminated. On balance, whatever we may be doing now 
to try to improve the nature of the program, the program has been 
successful. I just don’t think anybody can challenge that. 

Mr. Sexpen. I hope you will supply for the record the amount that 
will be released from prior commitments that are to be canceled out 
in the next 6 months. 

Mr. Kren. Very well, sir. 

(The information is as follows :) 


Fonps To Be RELEASED THROUGH PROJEOT TERMINATION—PAKISTAN 


Operations in Pakistan have involved 92 projects for which dollar funds 
were obligated. Of this number, 4 have been combined with other projects, 
thus reducing the number to 88.. Forty-three projects have been effectively 
brought to completion, but have not been formally removed from the books 
through signature of project-termination agreements. Ten projects require no 
further funding, and are not in fact being funded in fiscal year 1959, but are 
still active in the sense that there are eontract employees who have not com- 
pleted their work or there are equipment deliveries still to be made. Thirty- 
five fully active projects are still being carried forward. 

With respect to the 43 projects which have been effectively brought to comple- 
tion, no further activities are expected, and it is believed they can be formally 
terminated. 

As of December 31, 1958, there was a total of $1,129,000 in these projects 
which had not yet been liquidated. There were, however, bills. still to be 
submitted in settlement of contract obligations and commodity procurement, 
which are expected to fall somewhat short of the total amount. The minor 
balance which will be available for reprogramming can not be known precisely 
until the final accounts are closed. 


Chairman Morean. Mr. Jackson. 

Mr. Jackson. Mr. Killen, I am very much impressed by your ob- 
vious frankness in assessing the Pakistan program and in listing what 
ste consider to be the significant successes. What do you consider to 

the most significant failures that the program has met with in 
Pakistan ? 

Mr. Kitzen. Mr. Jackson, I wouldn’t say that there have been 
failures. I don’t think anything that we have undertaken in this 
eran since the very beginning has been a failure. I think there 

ave been activities which to date have been less than successful. They 
have not certainly been as successful as had been hoped, but I don’t 
think anyone can say there have been failures. 

I think instead of getting 100 percent on the dollar in a specific 
instance, you may be getting 75 or 80 cents on the dollar in the short 
run. 

Now, one of the problems—and I would like to make this point— 
one of the problems that you always are faced with in the field is the 
difficulty of assessing what the potential success of a given project 
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may be. A project may look in the short run as if it is not very suc- 
cessful, but it is conceivable that 5 years hence you can look back and 
see that this was one of the most successful projects you had 
undertaken. 

We have had some projects that have given us no end of trouble 
and from an administrative and a management point of view you 
wish you didn’t have them. But these may be the very projects which 
in the long run will prove to have the greatest benefit. 

Mr. Jackson. The obverse can also be true. I have in mind certain 
specific projects, not in your area but in Latin America. One was a 
dairy project providing for the installation of modern equipment, 
milking machines, adequate screening. In a very short period of time 
the stock we had furnished turned up in various local politicians’ 
haciendas, the milking machines no longer worked and all the screens 
were broken. This obviously was a failure. 

I was wondering whether or not in the deactivation of some of the 
projects and programs it is a recognition of futility, or whether in 
large part it is a matter of having brought the projects to the state of 
development where we are turning them over to the Pakistanies for 
full operation ? 

Mr. Kitten. I am not trying to split hairs, Mr. Jackson, but I will 
say I can not recall any single project in Pakistan which ean be classi- 
fied asa failure. I say there are projects which do not represent, per- 
haps, the best use of resources, and this relatively marginal type of 
project is what we are trying to deal with by this process of concentra- 
tion. 

Mr. Jackson. I don’t intend any criticism. 

Mr. Kinten. Perhaps one of the most questionable early projects 
from an administrative point of view that was undertaken was one 
concerning the distribution of fertilizers. It is one which our Mission 
Coenpteolies is having to fight through. 

Chairman Morean. How about the grain storage problem ? 

Mr. Kitten. Well, we haven’t succeeded yet, Mr. Chairman, but we 
“apert to. We expect to bring that off as a successful, complete project. 

r. JACKSON. Just one more point. I realize that this is outside 
the scope of your operations [security deletion]. 

Chairman Morgan. Mr. Pilcher. 

Mr. Pitcuer. Thank you, Mr. Chairman. 

Mr. Killen, all these projects which you are talking about that we 
are canceling and carrying out in Pakistan now, that is being done 
out of the pipeline, is it ot? 

Mr. Kitten. Would you mind restating the question, Mr. Pilcher? 

Mr. Prcuer. The projects you are carrying on in Pakistan right 
now, is money —- out of the pipeline since 1958 ? , 

Mr. Kitten. Well, for technical cooperation we are using both cur- 
rent money and some—— 

Mr. Pivcuer. I mean as far as our appropriation is concerned, we 
haven’t appropriated a dime to Pakistan in 1958 or 1959 or proposed 
1960, of anything except defense support, military assistance, and 
technical cooperation ? 

Mr. Kitten. Well, the technical cooperation covers a great many of 
these projects. I should make clear that for the most part I have been 
talking about technical cooperation projects. If you are talking 
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about capital projects, new money for these projects is coming from 
the Development Loan Fund. : 
Mr. Prucuer. You had about $124 million at the end of 1959 in the 


sagen 
r. Kitten. That is projected. 

Mr. Pitcuer. Now, Mr. Killen, do you believe, in a country with a 
standard of living like it is in Pakistan, that it can stand a military 
budget that large? [security deletion] with a country where life 
expectancy is only 27 years of age, where the per capita income is 
practically nothing? How are we ever going to help raise the stand- 
ard of living, or help the little people over there, with a military 
budget like this ? 

Mr. Kitten. Well, Mr. Pilcher, I am not going to quarrel with 
your basic point. This is a determination—the magnitude of our 
support for the military program is a decision taken outside my field 
of responsibility, and of course is based on defense rather than eco- 
nomic objectives, but I would like to point out that the size of 
the military establishment in Pakistan is the doing of the Government 
of Pakistan. This is not a country—if there are any such countries— 
in which the United States has urged them to build up a military 
machine in excess of that which they want. 

Mr. Pricuer. [Security deletion.] “When people are living in those 
conditions, isn’t that where communism thrives? 

Mr. Kiitxen. Well, as I say, I recognize that the military does take 
a very large part of the total resources of the country—the Govern- 
ment resources, but—— 

Mr. Pitcuer. And aren’t we using a whole lot of this more for 
political—or you might say for policy, instead of helping the people? 

In other words, so far as our hearts are helping the people in these 
undeveloped countries, we are not doing what we are supposed to do.. 

Mr. Kien. I believe that our programs do a great deal to help: 
the people, but I suggest that the rest of that question can best be 
directed to the Department of State, Mr. Congressman, and the De- 
partment of Defense. 

Mr. Pitcuer. That is all, Mr. Chairman. 

Chairman Morean. Mrs. Church. 

Mrs. Courcu. Thank you, Mr. Chairman. 

Mr. Killen, your frankness is much appreciated, and it inspires 
confidence. 

I am going to ask you one question immediately: Do you feel that: 
you have with you, to help you in your operations, a sufficient num- 
ber of trained men? 

Mr. Kitten. I suppose any mission director wants improvement 
in his staff, and I am sure the director of ICA always wants better 
mission directors, but we have a good staff. I suppose I would 
rather have a fewer number of realty exceptionally good people to 
administer these programs in the field than mere numbers. I am 
not nearly as impressed by the numbers as by the ability. 

Mrs. Cuurcu. From no other area have I received as many letters 
of complaint from people working on the staff, each one more or less 
complaining about the other, and not admitting his own insufficiency. 
I was just wondering whether you were aware of that situation 
and whether you think that it is under control. Evidentiy you do 
feel that it has been controlled. 
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Mr. Kitxen. Well, I find your comment interesting. I didn’t think 
there was a great deal of dissatisfaction among the mission staff. 

Mrs. CuurcH. My statement is not directed personally against you, 
but it is a statement of a general opinion that things are not going 
as well as they were expected to go in Pakistan. The point has 
been made that criticism could be leveled at the staff. 

I would like to ask you two other questions: Do you think that 
the political situation at the present time is fairly stable and that 
the leadership displaced by General Ayub is fully supporting him ? 
Does he have popular support? 

Mr. Kien. I think he enjoys a large measure of tec support. 
Probably a greater measure of popular support than anyone has 
enjoyed since the emotional furor of Jinnah in the days of the 
establishment of the country. 

Mrs. Cuurcu. From our knowledge of General Ayub, I think that 
he does inspire confidence. I hope indeed that he continues in power 
long enough to make his own planning and operation strongly felt. 
I would inquire briefly about the refugee situation. 

When I was in Karachi in 1955, I spent a Sunday afternoon 
among the refugees and felt that if we could only show the con- 
ditions there to the Arabs, they would think that they themselves 
were well cared for, despite other reasons for their dissatisfaction. 
And yet there was such happiness pail among Karachi refu- 
gees at that time, even under such appalling circumstances. 

At present, is the distribution of population stable, and has the 
refugee problem been coped with? 

Mr. Kitien. Yes, I can say the refugee problem certainly is being 
coped with to a degree. This Government right at its very initia- 
tion has grappled with this problem in a rather forthright and 
aggressive way. The Minister of Rehabilitation is a three-star gen- 
eral from up in the northwest frontier province who is certainly 
very aggressive and he has brought terrific energy to bear on this. 
He has talked with us about the prospect of getting some U.S. help. 
We felt that this was the sort of a thing we would like to be 
associated with. We are associated with it, through release of local 
currency. The first piece of action is the planned construction by 
the Government of Pakistan, now well underway on the outskirts of 
Karachi, of what you might almost call a satellite town. It is 
designed, when it is completed, to take care of between forty and 
fifty thousand families of these hutment dwellers which you saw in 
the city of Karachi. The Ford Foundation paid the foreign ex- 
change costs of the design contract. 

The problem here is that the cost of this sort of an undertaking 
is going to be very great indeed, mostly in i a and the problem 
is going to be one of the Government finding the resources to finance 
this sort of ae 

Mrs. Cuurcn. Mr. Killen, jumping promptly before the chairman 
tells me that I have used a my time, I notice in the chart—table 
E-7 in the classified material—that in the year 1959 $15 million was 
contributed from an MSP source, but in the 1960 fiscal year [security 
deletion] is going to budget support not elsewhere classified under 
title I of Public Law 480. I wondered why the shift. 

Mr. CureerFretp. What page is that, Mrs. Church? 
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Mrs. Cuurcu. It is page 151. 

Mr. Kutiten. That is a reflection of the use of Public Law 480, 
title I, rupees this year, which are loan rupees for projects being 
earried forward under the budget of the Goverment of Pakistan. 
8 Gnosis. Does the $15 million in fiscal year 1959 represent 

ollars ? 

Mr. Kien. No. This is all local currency. This is counterpart 
from an MSP source. 

Mrs. Cuurcu. Does that mean that you will have $15 million in 
local currencies available within your budget proposes for fiscal 1960? 

Mr. Krzen. $15 million worth of rupees? 

Mrs. Cuurcu. Will that be available under the 1960 budget for 
other purposes? 

Mr. Kitten. We will be programing during the month of May, 
with the Government of Pakistan, all the local currency releases for 
fiscal year 1960. You see in the right-hand section of page 151 our 
proposed uses. This will involve both counterpart rupees and Pub- 
lic Law 480 rupees. 

Mrs. Cuurcu. There will then be more elasticity because you have 
been able to transfer this obligation over to title 1, Public Law 480? 

Mr. Kirxen. In fiscal year 1960 we will be using both counter- 
part rupees, and title I rupees. The first, the counterpart rupees, 
actually are Pakistan’s own rupees. They represent payments by 
Pakistanis, in local currency, for imports for which the United States 
provided the dollar cost. Public Law 480 rupees are U.S.-owned 
rupees resulting from the sale of surplus U.S. agricultural commodi- 
ties. A portion of these are made available on a loan basis to the 
Government. 

[Security deletion. } 

Mrs. Cuurcn. Thank you. 

Mr. Piccuer (presiding). Mr. Farbstein. 

Mr. Farssrern. Mr. Killen, you made a statement in answer to 
a question by Mr. Pilcher that I would like to have clarified if it 
is ible to do so. 

ou said that the Pakistani Government decides what sort of a 
military establishment it wants, is that correct? 

Mr. Kiiien. The size and character of the military establishment 
is determined by the Government of Pakistan. 

Mr. Farestern. And then we sustain and maintain, or help sustain 
and maintain that establishment, irrespective of the size of it, as 
compared to the country and its resources? 

Mr. Kitten. We are supporting with military end-items a part 
of that military establishment, but only a part. 

Mr. Farsstemn. To what degree? 

[Security deletion. ] 

Mr. Kitien. The determination, Mr. Congressman, of the level to 
be supported was made by the Joint Chiefs of Staff, and that will re- 
main a firm determination without regard; to what decisions the Gov- 
ernment of Pakistan might take with respect to enlarging its total 
military establishment. 

If the Government of Pakistan desired support for a larger propor- 
tion of the total, it would have to negotiate tliat with the S 
Government. tet 
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Mr. Farssre1n. Let’s for a moment forget about divisions. Sup- 
posing they determined that they wanted 100 squadrons of aircra 
What position would we take with relation to that ? 

Mr. Kitten. I think, Mr. Farbstein, that the U.S. position with 
respect to that amount of military strength which EN Be supported 
in Pakistan will also be governed by the American military’s concept 
of what is required in that, part of the world. 

The size of the military that the Pakistan Government may want 
is something entirely different. 

[Security deletion. ] 

Mr. Pitcuer. The gentleman’s time has expired. 

Mr. Fulton, 

Mr. Fuuron. There was an article in the appendix to the Con 
sional Record yesterday that is called “The Foreign Aid Hassle.” 

It is on page A3019, and. was inserted by the Honorable Robert 
W. Levering of Ohio, and comments on the Pakistan program, of 
USS. aid. ther than take the committee’s time, I would like for 

ou to answer those charges in detail in the record at this point. I 
lieve you should make a reply to them. 

(The information is as follows :) 


ARTICLE ENTITLED “THE FOREIGN AID HASSLE” 


(The points raised on p. A3019 of the Congressional Record of April 14, 1959, 
reproduce the assertions contained in the recent GAO report. In a letter from 
the Director of ICA to the Controller General of the United States, dated April 
16, 1959, ICA replies to most of the questions raised. A copy of this letter is 


attached.) . . 
APRIL, 16, 1959, 

Hon. JosepH CAMPBELL, 

Comptroller General of the United States, 

Washington, D.C. , 


Dear Mr. CAMPBELL: My staff has reviewed the published General. Accounting 
Office report on their examination of the Pakistan program for the fiscal years 
1955 through 1957, which was transmitted to the agency on March 31):1959. 

We appreciate having been given the opportunity to comment on this.report 
in its draft forms and note that many of our comments were given some consid- 
eration. However, I cannot escape the conclusion that this report has applied 
standards which are normally appropriate in administering programs of U.S. 
doniestie agencies operating in U.S. territory. Such standards are inappropriate 
when applied to the kind of activity administered by the ICA in underdeveloped 
areas. These programs are based on the cooperation of these sovereign nations 
whose very need for assistance arises, in part, from the fact that they are not 
experienced nor equipped to meet your criteria. 

Even if you feel you must apply the same criteria to our administration as 
to the domestic agencies, it does not seem to me that the detailed report on our 
operations in Pakistan justifies the sweeping criticism that “the program has 
been more costly and less beneficial * * * than would be expected by reasonable 
standards of competent management.” Our examination of the report does not 
appear to sustain any such sweeping charge. In addition, most of the short- 
comings noted in the report had already been identified by the agency and had 
been the object of corrective action prior to the filing of this report. 

{t is noted that the GAO has stated that its primary concern is with “finan- 
cial and administrative procedures” which serve to divorce the GAO from the 
broad political and economic policies controlling U.S. operations in Pakistan. 
By use of this refined criterion, the GAO is relieved of the unpleasant, difficult, 
and continuing task of making judgments on (@) the achievement of U.S. policy 
objectives, and (b) the necessity for adherence to the highest standards of finan~ 
cial control and administration. It is submitted that ICA is constantly placed 
in the position of making these judgments in view of the shortcomings univer- 
sally encountered in the administration of U.S. programs in underdeveloped 
areas. 
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It is hoped that future GAO reports will adequately reflect in their conclusions 
the unusual and difficult circumstances attendant to the administration of the 
mutual security program. It is only against these conditions that an adequate 
appraisal can be made of the progress to date and the areas in which future 
improvements can be effected. 

Copies of this letter and the attachment are being sent today to the Presi- 
dent of the Senate and the Speaker of the House of Representatives. 

Sincerely yours, 
L. J. Saccro, Acting Director. 


GENERAL OBSERVATIONS 


In addressing themselves to conditions in Pakistan under section “General 
Observations,” it is noted that the General Accounting Office acknowledges the 
conditions in Pakistan which made the administration of the aid program 
extremely difficult. 

Only if the standards of competent management are those applicable to activi- 
ties in the United States does there appear to be any grounds for the statement 
that the “program has been more costly and less beneficial than would be ex- 
pected by reasonable standards of competent management.” However, consid- 
eration must be given to the political situation, the fact that Pakistan is a new 
and underdeveloped country physically divided, and has lacked effective coordi- 
nation between the individual and responsible entities of its Government. 

The internal report issued by the Government of Pakistan (GOP) and cited by 
the GAO as confirming their views in this respect is considered by ICA. as evidence 
on the part of the Government of Pakistan of an awareness of deficiencies which 
served to hamper the effective implementation of the aid program. Indeed, the 
investigation which resulted in the Government of Pakistan report was under- 
taken as a result of the findings of a joint committee set up at the request of the 
USOM itself. As the GAO report recognizes, the agency has made considerable 
progress in encouraging the GOP to initiate needed improvements. The causes 
of these problems are not due to ICA procedures, and corrective measures for 
the most part had to be initiated by the GOP. 

We are pleased to note that the General Accounting Office has acknowledged 
the agency internal audit report issued in September 1957. Our report contained 
some 63 recommendations requiring action by both the mission and ICA, Wash- 
ington, and it can be reported that action sufficient to either clear or implement 
each recommendation has been taken by the agency. ICA internal auditing is 
a continuing process; two members of the ICA, Washington, staff are presently 
in Pakistan to conduct a followup internal audit of mission activity. 

It should be noted that the ICA internal audit report was issued in September 
1957 and included some of the conditions disclosed by the General Accounting 
Office in their audit conducted in October-November 1957, and covered by their 
report issued on March 31, 1959. In other words, ICA’s audit report of 1957 
disclosed conditions reported by the GAO in 1959. We suggest that it might 
have been more appropriate to acknowledge that the GAO report includes mat- 
ters disclosed by ICA’s internal auditors and upon which the agency has either 
intiated or completed corrective action. 


PROJECT ASSISTANCE 


1. “Too many projects were programed and initiated.” 

ICA has necessarily had to learn in large part from experience. It is now 
recognized that the initial stages of the program often attempted to do too much 
and activities were too widely dispersed. The narrative description of this 
finding (p. 29 of the GAO report) acknowledges that during the past several 
years the agency management has been increasingly aware of the disadvantages 
of a dispersal of assistance efforts in an underveloped country. As the report 
indicates, from more than 100 projects initially programed, agency action has 
resulted in a cutback to 70 projects in 8 major fields of activity during fiscal 

ear 1958. 
- It should be noted also that the GAO report fails to indicate that, of these 70 
projects, 18 have been substantially completed. Only 33 projects are receiving 
funds in fiscal year 1959, 4 others not requiring funds in fiscal year 1959 are 
continuing projects, and 26 others have funds not fully liquidated. It is expected 
that, as obligated funds from the latter group are expended, the number of open 
projects will decrease quite rapidly to about 30. 
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2. “Planning by Pakistan and United States agencies was insufficient consid- 
ering the complex and costly nature of the enterprises.” 

As a narrative treatment on this finding indicates (p. 30), this observation 
applies primarily to projects which were conceived and sponsored jointly by the 
United States and Pakistan from their inception. There can be no question that 
proper planning is essential if projects are to be properly executed. However, 
political objectives cannot be ignored as one of the basic criteria under which 
the aid program is administered. 

While the narrative statement acknowledges that “the agency may be expected 
to apply more adequate planning prior to the commitment of funds because of the 
recently enacted section 517 of the Mutual Security Act of 1954, as amended 
(72 Stat. 269),” it is the position of ICA that progressively the requirements of 
this section of the act have been met prior to the enactment of this legislation. 

3. “The agency did not take decisive and prompt action to resolve problems 
encountered in project implementation.” 

The report (pp. 30-31) elaborates upon the circumstances attendant to the 
individual items which prompted this statement. From the vantage point of 
hindsight and not confronted with the pros and cons of the specific situation, 
such a statement is easy to make and difficult to rebut. The establishment of an 
agency position betwen ICA, Washington, and a USOM halfway around the 
world can at times be difficult enough, but the difficulties are compounded when 
the position of the participating country must also be considered. Given these 
unavoidable difficulties, it is our view that agency actions have fully met in most 
cases a standard of reasonableness. 

4. “Because of insufficient planning, aid funds were obligated prematurely 
and amounts beyond project needs were not promptly identified and allocated 
to other programs.” 

The allegations as to insufficient planning and the premature obligation of 
funds was not reported upon in the draft report on the Pakistan program but 
was reported upon previously by the GAO in conjunction with the review of the 
agency's report on the status of appropriation balances at June 30; 1957. Such 
allegations purportedly question the validity of the basis for obligating funds. 

In the agency’s reply to the latter report, it was pointed out that funds were 
obligated validly and were reported as such pursuant to the requirements of the 
section 1311 of the Supplemental Appropriation Act of 1955. 

In reply to the GAO draft report on the question of deobligating excessive 
program funds the Agency reported upon extensive changes in the “pipeline” of 
funds which materially revised the status of projects reported by GAO. Besides 
reporting upon actions taken to deobligate and reprogram funds the agency 
advised of the adoption of procedures to review the status of funds for project 
assistance on a quarterly basis in accordance with section 1311 criteria for 
purposes of effecting deobligations of funds, as required. ICA emphasized in its 
reply ‘““* * * that the agency has been and is continuing to take actions necessary 
to assure that funds are utilized properly and promptly.” 

The GAO retained the point of criticism on “deobligation of excessive funds” 
in the above summary statement but did not reflect the extent of actions taken 
by ICA. Comments were presented, however, on funds deobligated by ICA on 
page 31 of the report. 

5. “ICA-financed equipment was not effectively used, and adequate control 
records were not maintained by the responsible local agencies.” 

The agency’s comments on this quoted finding are contained on page 32 of 
the report which also includes a brief reference to the corrective actions taken 
by ICA. It should be noted that far greater attention is given to the ICA 
comment on “additional problems relating to the transfer of equipment” than 
to corrective actions initiated by the agency. 

It is interesting to note that on page 32, the GAO report lists the village aid 
project as illustrative of instances in which equipment had not been put to 
prompt and effective use; whereas, in discussing unused equipment on page 54 of 
the report, the report includes an observation that “* * * unused equipment 
procured for village aid and other related agricultural projects was * * * 
not substantial.” 

The mission has advised of the completion of the survey of ICA-financed 
machinery and equipment in Pakistan which is referred to on page 32 of the 
GAO report. A plan of action now under review will result in improved pro- 
cedures to enable more effective use of machinery and equipment with the 
~ossible reduction of new material requirements. 
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6. “Pakistan did not furnish adequate reports on its project contributions as 
required in the bilateral agreements.” 

This problem arose as the result of the USOM review of existing bilateral 
agreements between the United States and the Government of Pakistan. As 
the report indicates (p. 33) this matter was substantially solved toward the 
close of fiscal year 1958 with the negotiation with the Ministry of Finance of 
a rupee financing agreement prescribing project accounts and periodic reports. 

The USOM has advised that they have now established new procedures for 
billings and deposits. These procedures are designed to assure that adjustments 
will follow automatically. 

USOM discussions with the Government of Pakistan have met with full 
cooperation and all of the actions necessary to effect required adjustments and 
establish satisfactory procedures are now either near final agreement or already 
underway. The principle has now been established, although it is readily 
admitted that its implementation will require continuing effort by the USOM. 


Ganges-Kobadak Irrigation (p. 8) 

The status of this project, its background, and the inherent problems of 
implementation were discussed at length at hearings before the House Foreign 
Affairs Committee in December 1958, at which time several responsible officials 
of ICA testified on behalf of the agency. The difficulties surrounding this project 
and the necessary policy decisions are referred to by the GAO and were com- 
pletely reviewed at the congressional hearings. While GAO acknowledges 
(p. 38) that this project was reviewed by the House Foreign Affairs Committee, 
the report does not make it clear that the agency made a full and complete 
disclosure of the facts surrounding this project. 

The agency is fully aware of the difficulties which have surrounded the 
planning and implementation of this project. As GAO indicates, these problems 
have in large part resulted from the difficulties inherent in coordinating the 
program between the Government of East Pakistan, the United Nations Food 
and Agriculture Organization, and the Colombo plan. 

We agree there are difficult decisions for the agency to make. Here again 
we are taking all action possible recognizing the valid interests of other agencies 
to achieve a satisfactory completion of this project. 


Modern storage of food grains (pp. 9-10) 


The summary comments on this activity point to substantive issues which 
have delayed project implementation, but they do not reflect adequately the 
extent of remedial actions taken by the agency which are otherwise presented on 
pages 42-44. The summary comments do not indicate that the grain-storage 
project was the subject of extensive hearings before the House Foreign Affairs 
Committee (which matter is referred to briefly on p. 42), at which time the 
complete history of the project was presented. 


Fertilizer factory (p.10) 


In the summary statements it is recognized that “ * * * a number of 
diffculties stand in the way of an efficient operation * * *” which are elaborated 
upon in greater detail on pages 45 through 47. While the report acknowledges 
that some of these problems are being resolved and others require continued 
attention, the summary does not point out that “the agency contemplates no 
further assistance to the (fertilizer) plant,” as stated on page 47. 


Karachi water supply and sewage system (p. 11) 


“The project has experienced considerable delays and completion of the 
system is not expected until sometime in 1960.” 

The detailed comments on this project presented on pages 52 and 53 give 
adequate consideration to the agency reply to the draft report. 


Village agricultural and industrial development (p. 12) 


“ * * * a small amount of ICA-financed equipment was in storage in Karachi 
for a number of years, and some items * * * remained unused * * *” 

On page 54 the GAO properly reports and gives effect to the agency’s reply 
to the draft report wherein it was pointed out that the value of the equipment 
involved aggregated approximately $5,375 (GAO commented upon $5,175 of this 
amount), an amount acknowledged as not substantial in relation to the total 
procurement financed by ICA. 

It is submitted that such an acknowledgment could have been incorporated 
in the summary statement to reflect the audit finding in its proper perspective. 








ew aU — ~~ 


a = 


eoaoror 


5 ah & Pb 


he 


ve 


hi 


yly 
nt 
his 
tal 


ve. 





MUTUAL SECURITY ACT, 1959 721 


COMMODITY IMPORT PROGRAM 


1. “Malpractices of local businessmen and oOfficials.’—With respect to the 
“malpractices” on the part of local officials and businessmen referred to in the 
report, such irregularities are not inherent in the ICA program or its procedures. 
The existence of such improprieties, which are not unknown in the most 
developed countries, are a particular problem in some of the less developed 
countries and are a part of the framework, including standards of business 
ethics, civic spirit, etc., in which programs must be carried out in such countries, 
This problem is magnified by the fact that the required stringeney of economic 
controls is not matched by the capacity to enforce them adequately. 

ICA and the mission have been and are aware of the existence of such 
deficiencies and have never failed to point them out; considerable efforts have 
been and are being made to induce the local authorities to take the necessary 
eorrective action. However, it should be remembered that the responsibility 
and the power for endorsing proper action must be that of the local government. 

As a result of continuous U.S. representations, considerable progress has been 
made through the cooperative efforts of the responsible agencies of the Govern- 
ment of Pakistan both to disclose areas warranting improvement and to effect 
positive corrective actions. 

The mission is closely cooperating with the Government of Pakistan min- 
istries concerned on the problems involved and has recommended improvements 
in the Government of Pakistan licensing policies and procedures, to eliminate 
irregularities. 

It is encouraging to report that the Government of Pakistan is increasingly 
aware of the importance of the problem and has recently issued regulations 
which provide severe penalties for some of the malpractices involved. 

The final GAO report omitted significant details included in the draft report 
which show that it was the mission which canceled the special machinery aid 
program in the amount of $10 million at its own initiative. The phrasing in the 
final report that the program “had to be” instead of “was” canceled fails to 
indicate the initiative of the mission in the corrective action. 

2. Unclaimed commodities——The agency has taken steps in improving the 
situation through the setting up of improved clearance and reporting procedures, 

8. Unpaid claims against Pakistan.—As indicated in the report (p. 58), ICA 
has developed and implemented a satisfactory procedure to expedite the settle- 
ment of outstanding claims. 

With respect to Pakistan, as of December 31, 1958, the total of refund claims 
outstanding was approximately $4 million. However, of this amount $2.4 mil- 
lion was filed on December 17, 1958. A refund check in the amount of $553,000 
to cover outstanding nonproject claims has been received since December 31, 
1958. During the past several months claims of approximately $0.5 million have 
been settled by the submission of acceptable documentation. Consequently, 
aside from the recent claim of $2.4 million, refund claims currently outstanding 
against the Government of Pakistan are slightly less than $1 million and the 
USOM advises that the major problem has been resolved, although close followup 
will be maintained. 

It should be noted that by far the greatest dollar amount involved in refund 
claims against the Government of Pakistan resulted from technical deficiencies 
in documentation rather than the improper use of ICA-financed commodities and 
in all probability will be satisfactorily settled by the submission of documents 
prescribed by ICA regulation 1. The implication contained in the GAO report 
that the $4 million in outstanding claims as of December 31, 1958, represent 
serious improprieties is contrary to the facts. In those instances where the im- 
proper use of ICA-financed assistance is involved corrective action has been and 
will be taken. 

4, Triangular trade inconsistent with Pakistan’s normal pattern of trade.— 
While it is recognized that in the case of Pakistan the triangular trade ad- 
ministrative process is cumbersome, the agency in making allotments for tri- 
angular trade is carrying out provisions of existing U.S. legislation. 


EMERGENCY ASSISTANCE 
Special wheat program 

. The report fails to mention, as it had done in the draft version, that, in view 
of difficulties existing at the time, this undertaking was administered as com- 
petently as could have been expected. The draft version of the report, which 
stated that it is only with the “benefit of hindsight” that certain operational 
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factors might have been carried out more efficiently, appears to be a more bal- 
anced evaluation of this program. 


Relief programs under Public Law 480 


The facts are substantially as reported. However, the report again fails to 
emphasize that the shortcomings in question were discovered by the mission, 
which, as is stated summarily in the report, suspended the programs carried out 
by the three principal American voluntary agencies. Draft agreements for the 
reinstatéMent of some of these programs which provide competent controls to 
prevent the type of deficiencies previously encountered are presently being 
negotiated. 

GENERATION AND USE OF LOCAL CURRENCY 


1. This is a new allegation, as is the statement that the agency has followed 
an inconsistent course in programing the use of generated rupees. No such 
statement had been made in the draft report version submitted to ICA for com- 
ment. The earlier version of the report merely took cognizance of the fact that 
there had been initial delays in the programing and release of various local 
currencies and that the backlog was too rapidly being programed in fiscal year 
1958. We would suggest that bringing local currency programing on a current 
basis is a commendable accomplishment and has been the agency’s policy since 
the inception of the Pakistan program. The temporary accumulation of counter- 
part funds and the slowness in their release was due to the absence at the time 
of a proper administrative machinery within the Pakistan Government to cope 
adequately with the management of counterpart funds consistent with U.S. laws 
and regulations. The release of accumulated counterpart funds has since been 
considerably expedited and administrative difficulties relating to the manage- 
ment of counterpart funds are in the process of being resolved. 

2. As is recognized in the detailed comments, the agencies concerned explicitly 
considered and rejected the use of “available” defense support counterpart funds. 
The adoption of the methods selected followed the judgment that the complex 
political, military, and economic objectives involved would thereby be best 
served. The fact that counterpart had been generated in amounts similar to 
those involved in the program is not relevant. 


TECHNICAL AND ADMINISTRATIVE SUPPORT 


The country automotive fleet was reduced to 159 with a reduction of the 
Karachi fleet from 126 to 78 with further reductions being planned. As the 
GAO properly notes on page 67 of the report, the procurement of refrigerators 
was a responsibility of the General Services Administration. However, the 
oe disposed of these refrigerators by public sale and realized the proceeds 

ru 
The-sataciont has inventoried nonexpendable property and checked it against 
property records. A reconciliation of all major items since fiscal year 1956 has 
been completed and forwarded to ICA. 

Mr. Prrcuer. Mr. Bentley. 

Mr. Bentiey. I take it from your remarks the great economic prob- 
lem as far as Pakistan is concerned is with regard to the Govern- 
ment’s inability to provide enough food for the people and the neces- 
sity to import food, and the difficulties the Government has to finance 
the required food importations; is that correct ? 

Mr. Kirien. That is a very major part of the problem; yes, sir. 

Mr. Bentixzy. Now, in looking over the approved projects under 
the Development Loan Fund which total $70.2 million payable in 

—and all except one loan, I believe, on long-term credit—I 
note they are for various reel such as water, sewage construc- 
tion, industrial credit, the building of a high-tension grid network, 
hydroelectric phages 3 rongmcgeggae development, railways, and 
building up of the port of Chittagong; are those projects all intended 


to meet this very serious situation with which the Government is 
faced, or are they for other purposes? 
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Mr. Kuen. They are not all directed exclusively to agricultural 
problems, Mr. Bentley. The ground-water project is, of course. The 
electric distribution system will provide power for the pumps and the 
ground-water project. 

Mr. Benttey. It seems that one of the troubles with the Pakistani 
Government in the past has been with regard to its exports, a very 
substantial reliance on jute and cotton. Is that dependence on these 
two commodities lessening and are they diversified in their exports ? 

Mr. Kitten. Gradually, exports are being diversified although 
these two still remain the two pillars of their structure. Cotton has 
suffered serious losses this past year and tea, hides, carpet wool, fish, 
sPaRang goods, and other things are expanding in export earnings— 
gradually but, I think, surely. 

Mr. Bentiey. The figures we see here in the book with respect to the 
decline in foreign exchange, which is very substantial between the 
period 1955 and 1958, and a parallel decline in exports over the same 
period, in the first instance with respect to the decline in foreign ex- 
change—that represents the necessity to pay rather substantial prices 
for their food importation ¢ 

Mr. Kitten. Well, it represents the need to withdraw those reserves 
to cover deficits in their overall export picture. It is difficult to apply 
them. You could apply those withdrawals to food imports; you 
could apply them to military imports; you could apply them to any 
single category if you wished. But it is true that without the need for 
spending foreign exchange for food imports the picture would be 
much improved. 

Mr. Bentiey. And the question with respect to the overall decline 
of exports of that time; does that reflect a lessening of the dependence 
on these two commodities of which we spoke a moment ago 

Mr. Kiten. It reflects the loss in exports of cotton, raw cotton, and 
it reflects some loss in exports of jute. It reflects the adverse terms of 
trade which have prevailed increasingly. 

Mr. BENTLEY. P think we probably at to go down to answer that 
quorum call, but I want one more question answered. While this 

uestion does not relate to Pakistan, I have noted in some instances 
that proposed levels of mili assistance may be substantially larger 
than those in previous years while defense support declines; in others, 
military assistance declines while defense support rises. Many pernen 
believe the two categories more or less parallel each other. If you 
will supply a comment for the record, it will be appreciated. 

Mr. ferent. Very well, I think we can. 

(The information is as follows:) 

Generally speaking, the amounts spent for defense support are not directly 
proportionate to the amounts of military assistance a country receives. Defense 
support is provided to maintain certain running costs of the economy as a whole. 
It is related to the additional burden the military defense program imposes upon 
the economy, and is generally based on estimates of requirements which must 
be met to.provide reasonable assurance that at least there will be no economic 
deterioration as a result of that military burden. On the other hand, because 
the military program very often requires an initial buildup of military end items, 
the level of military assistance may vary widely, depending on the phase of the 
buildup, and may be almost independent of the amounts required to support the 
economy. 

Chairman Morean. You have had your time, Mr. Fulton? 

Mr. Furtron. I took my minute. 








724 MUTUAL SECURITY ACT, 1959 


tie Morean. I have one question here for the record Mr. 
illen. 

An internal report was submitted by the Washington State Uni- 
versity team at Lahore. We have heard this report indicated that 
the Washington State project was of doubtful value. We also hear 
the contract will be fined, 

Can you give us any up-to-date information on the Washington 
State University project ? 

Mr. Kitten. We have three university contracts; one at the Uni- 
versity of Peshawar, which is the ba rina yng Mo Colorado; one at 
the University of Punjab in Lahore, which is Washington State Col- 
lege; and one at the University of Dacca, which is Texas A. & M. 

Shortly after I got to Pakistan there developed a great discussion 
about the possible desirability of U.S. support for a land-grant- 
college type of institution in Pakistan. It was felt by the proponents 
of this idea that this would be a more worthwhile undertaking than 
to spend these dollars for college contracts in existing institutions. 
It was argued that if you established a new institution, you could start 
from scratch with U.S. practices and attitudes and methods [security 
deletion }. 

Now the Washington State College people, one or two of them, 
including the leader of the party, were very much enamored of this 
idea, and they supported very vigorously the idea of a separate insti- 
tution. They recommended that to us. It was discussed in ICA 
at some length and with great thoroughness and it was finally decided 
that it would not be advisable to try to establish a separate U.S.-type 
land-grant college in Pakistan. 

The basic reason for that—the reasons for that decision were two- 
fold, and I think both of them had considerable merit. The first 
was that this would involve a long-term obligation by the United 
States which was not clearly within the frame of reference by which 
we received funds on the basis of annual congressional appropriations. 
It would require a commitment of at least 10 years if not longer. 

[Security deletion. ] 

It was felt that in the long run the continued efforts of the Amer- 
ican university groups in the existing Pakistan institutions would 
bear more fruit in revising and strengthening and revamping the 
character of education in Pakistan than to establish a separate insti- 
tution. I subscribe to that view and I think that the experience indi- 
cates that [security deletion] bit by bit they are adopting the methods 
and attitudes which the whole ICA contract program was designed 
to transmit. 

While it is too early to make any final and definitive judgment, it 
would appear that the decision made to not establish a separate insti- 
tution was sound and that the results and the desired benefits of the 
ICA contracts are beginning to take form. 

Chairman Morcan. Can you say whether or not the initiative for 
this project came from Pakistan? We read in the Washington State 
report: 


The intercollege exchange project was not sponsored by the Government of 
Pakistan. It was first opposed. It was finally approved by the Government 
of Pakistan at the urging of USOM on the grounds that similar programs were 
under operation in 26 countries. 
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Mr. Kitten. That is a misstatement of fact, Mr. Chairman. The 
mission did not urge the Government of Pakistan to approve the 
establishment of a separate institution. 


STATEMENT OF HON. JOHN 0. BELL, SPECIAL ASSISTANT FOR 
MUTUAL SECURITY COORDINATION, DEPARTMENT OF STATE 


Mr. Bett. I think this reference is to the original project agree- 
ment. I think, Mr. Chairman, the origin of this contention that is 
made in this report is that there was, I think, very clear in the whole 
atmosphere of negotiation—this was 1954, or something like that— 
a belief on Governor Stassen’s part that these contracts were a good 
thing. It is not true to say the Government did not agree to it; they 
did agree to it. They signed an agreenient. What happened though, 
in fact, was that the Central Government signed an agreement om this 
particular activity without having gone. back to the provincial gov- 
ernment first, as they did in some other instances in these early day 
and the Provincial government found this as a fact facing them an 
some resistance grew up to it, largely from professors who didn’t 
want their regimes disturbed. 

Chairman Morgan. The report goes on to say there was uncertainty 
as to responsibility between the Central and Provincial Governments 
respecting who was going to pay the bill. I think that was some of 
the difficulty. 

Mr. Bett. The Central Government signed up without having 
asked the Provincial Government to pay some of its own money. 

Mr. Kitten. That is not an unknown difficulty. 

Chairman Morean. You would evaluate the project as a worth- 
while project: today ? 

Mr. Kitten. I would, sir; yes. 

Chairman Morean. I have no further questions, and the committee 
will stand adjourned until 2 :30. 

(Whereupon, at 12:25 p.m., the committee adjourned, to reconvene 
at 2:30 p.m. the same day) 


AFTERNOON SESSION 


The committee reconvened at 2:55 p.m., Hon, Thomas. E, Morgan 
(chairman) presiding. : 

Chairman Morcan. The committee will.come to order, 

We meet in executive session for a continuation of the hearings on 
the mutual security program for 1960.. Our witnesses are William 
P. Snow, Deputy Assistant Secretary of State for Inter-American 
Affairs; Rollin g Atwood, Regional Director for Latin American 
Operations, ICA ; and Brig. Gen. Frederick O. Hartel, USA, Director 
of Western Hemisphere Region, Office of the Assistant Secretary of 
Defense. of ee 

Mr. Snow, I understand that you have a statement. You may 
proceed. 


STATEMENT OF WILLIAM P. SNOW, DEPUTY ASSISTANT SECRE- 
TARY OF STATE FOR INTER-AMERICAN AFFAIRS | 


. Mr. Snow. Mr. Chairman and members of the committee, as on 
ph ties occasions, we sincerely a the opportunity to appear 

fore this committee in support of the mutual security program for 
Latin America. 
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For the fiscal year 1960 we are requesting funds to conduct pro- 

s of military assistance in the amount of $96.5 million, $25 mil- 

ion of which represents credit financing, technical cooperation in the 

amon of $43.7 million, and special assistance to a total of $27.6 
million. 

In addition, we are, as in past years, requesting an additional $1.5 
million to be used as the U.S. contribution to the technical coopera- 
tion program of the Organization of the American States. 

In previous presentation statements we have dwelt at some length 
on the importance of Latin America to the United States, our specific 
interests and policy objectives in the area and obstacles to the ad- 
vancement of economic development in the area. I shall touch upon 
these aspects of our relationship with Latin America below, but I 
should first like to review briefly certain developments in Latin 
America during the past year, especially as they may be related to 
our mutual security program. 

Like most other parts of the world, Latin America is an area in 
ferment, striving toward a better way of life through economic de- 
velopment, characterized by some strongly nationalistic, though us- 
ually minority, elements in most countries, but showing a strong urge 
for representational government and due democratic processes. 

During 1958, Venezuela and Cuba saw long-established authori- 
tarian governments overthrown by popularly backed revolutions. 
In Argentina and Colombia, elected governments were inaugurated 
after years of dictatorial rule, and a half a dozen other Republics 
reaffirmed their faith in representative government through the or- 
derly holding of free elections. 

Latin America’s unrest, nationalism, and discontent among the 
masses, with their traditionally low standard of living and the ab- 
sence of so many of the amenities of life which we have long taken 
for granted, do, however, make certain sectors of the populace par- 
ticularly vulnerable to the influence of anti-United States groups, 
especially the agents of international communism. 

Despite this, however, I believe I can safely say that with one or 
two possible exceptions all the Latin American countries not only 
recognize the value of our mutual security program but welcome and 
even actively seek an extension of our activities. True, there have 
been, from time to time, relatively minor criticisms of certain of our 
administrative procedures, induced as much as anything by misunder- 
standings. One country, Uruguay, has never given formal congres- 
sional ratification to our small program there. The future of our 
program in Cuba is not clear but, in general, our technical cooperation 
programs stand as some of the happiest contributions to our long rec- 
ord of friendly association with the countries to the south. 

Latin America’s importance to the United States may be briefly 
summarized. We have enjoyed close and friendly relations with the 
20 Republics since the wars of independence almost 150 years ago. 
We have publicity proclaimed and recognized the importance of the 
area strategically, economically, politically, and culturally, and have 
demonstrated our very real interest. in Latin America’s progress and 
economic advancement in many ways, not the least of which has been 
through the expanding programs for technical cooperation. 

Latin American influence in the United Nations and other interna- 
tional forums has become an increasingly significant force for world 
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stability and peace, and the various countries of the area havé, for the 
most part, taken a common position with the United States in such 
forums. ‘The United States and Latin America share 4 joint heritage 
of liberty and democracy and recognize the mutual benefits of close 
and friendly cooperation. 

The friendship and cooperation of Latin America are important to 
Western Hemisphere defense. . | 

Latin America is a major market for U.S. goods and services and is, 
in turn, capable of supplying to the United States substantial quanti- 
ties of food and other everyday necessities as well as essential raw 
materials and strategic commodities. 

It purchased 24 percent of our total exports in 1957 and 25.6 percent 
during 1958. For certain commodities these percentages have been 
substantially exceeded. Latin America has supplied many strategic 
items to our defense mobilization stockpile, in many cases being the 
major regional supplier. Also, it is our main source of supply for 
coffee, bananas, and sugar. 

Finally, the book value of U.S. direct private investment in Latin 
America rose, between 1946 and the end of 1957, from $3 billion to 
$8.8 billion, making it the area of greatest concentration of U.S. 
private investment in the world outside the United States. 

As of the end of 1957, U.S. private investment represented over 80 
percent of the total foreign investment in Latin America. <A further 
measure of recent private U.S. commercial and. investment interest in 
Latin America is provided by official Export-Import Bank figures 
showing that 44 percent of its total loans throughesd the world, dur- 
ing the 5 years ending with 1958, have been made to Latin America. 

These loans amounted to more than $1.5 billion and were made to 
finance the sale of U.S. goods and services. 

Our interest in Latin America has been explicitly confirmed by the 
Congress of the United States in section 503 of the Mutual Security 
Act of 1958, which reads: 


It is the sense of the Congress that, in view of the friendly relationships and 
mutual interests which exist between the United States and the other nations of 
the Western Hemisphere, the President should, pursuant to the provisions of 
the'Mutual Security Act of 1954, as amended, and other applicable legislation, 
seek to strengthen cooperation in the Western Hemisphere to the maximum 
extent by encouraging joint programs of technical and economic development. 

The year 1958 has witnessed more activity in the field of joint con- 
sideration of economic problems than any similar period in the past, 
and in all this activity the United States has played a major role. The 
growing recognition by Latin America of its continuing need for in- 
creased technical and economic assistance is demonstrated by a reso- 
lution drawn up by the Committee of Twenty-one, meeting in Wash- 
ington in December, which was approved by the Council of the Or- 
ganization of the American States and which states, in part: 

One of the most serious obstacles to the formulation, prometion, and execution 
of economic development programs and policies in Latin America is the lack of 
sufficient high-level technicians in the basic specialized fields related to the 
problems of development. * * * 

Toward the fulfillment of the objective of greater joint cooperation, 
the United States has recently not only been represented in the work- 
ing group of the Committee of Twenty-one, which has been drafting 
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roposals of an economic development nature to be submitted to the 
Committes in its next meeting scheduled for Buenos Aires in April, 
but has also taken a leading role in a special committee of experts en- 
gaged in drafting a charter for the proposed Inter-American Develop- 
ment Bank. 

While it is believed that the results of the work of these two groups 
will inevitably have a strong impact on further economic development 
in Latin America, it is likely that implementation of emerging pro- 
= will require some time. Meanwhile, bilateral activities of the 

nited States in the fields of technical cooperation and special eco- 
nomic assistance will, of necessity, continue to be required in order 
that there may be no lack of continuity in our joint efforts to meet the 
needs of Latin America for technical advice, the acquisition of im- 
proved technical skills, and developmental and balance-of-payment 
assistance. 

Latin America presents a number of long-standing obstacles to the 
advancement of sound economic development, not the least of which 
are the general scarcity of financial resources and the need, in many 
countries, for basic economic planning. 

In addition, there are certain notable deficiencies such as those of 
food, electric power, and fuels. Added to these are the questions of 
topography and attendant problems of transportation. The need for 
improved public health andl sanitation facilities, expanded education 
and technical training, and more competent managerial and adminis- 
trative personnel in both the public and private sectors also exists in 
most of the Republics. 

Finally, there is the circumstance that the economies of the majority 
of the Latin American countries tend to be based primarily on the pro- 
duction of only one or two major crops or other export commoditi 
a circumstance which leaves them peculiarly vulnerable in times of 
world overproduction and declining export prices. 

Through the mutual security program we have been able to make 
substantial progress in helping to solve many of these problems, 
notably in the fields of education, public health, sanitation, adminis- 
trative practices, and the improvement of food supply through intro- 
duction of new techniques, improvement of seed strains, diversification 
of crops, and upgrading of livestock. This progress has had not only 
an economic but a significant social impact. 

Our efforts, however, have constantly been subjected to interference 
by the forces of organized communism. Although during the early 
years of the present decade this activity seer took the form of 
anti-American propaganda and the sometimes subtle and sometimes 
overt propagation of social unrest, the past 2 or 3 years have seen the 
mounting of a definite and open Soviet campaign of commercial and 
financial penetration of the Latin American economy. 

It is also apparent that the Soviet-bloc countries are increasing 
their efforts to gain a foothold in the technical assistance. field in 
Latin America. Bloc technicians have been made available on a 
contract basis for the installation of machinery purchased behind the 
Iron Curtain. It is clear that we should intensify our cooperative 
efforts with Latin America to achieve the advantages of democratic 

overnment, free enterprise, and life marked by freedom and justice 

or the individual. We feel that our technical cooperation program, 


MUTUAL SECURITY ACT, 1959 








ORO0Od oe —& ms ne nett (Rho ae 


we3orR°o 











MUTUAL SECURITY ACT, 1959 729, 


in which American technicians work shoulder to shoulder with their 
Latin American brothers, share their daily living problenis, and 
help them to acquire the skills which contribute to better conditions of 
employment and a healthier economy, is a positive answer to the 
challenge of communism. : 

Working in cooperation with the Latin American Governments, 
the promotion of health economies throughout the area must con- 
tinue to be one of our major preoccupations, for underdevelopment, 
poverty, lack of employment opportunities, and substandard living 
conditions breed discontent, social unrest, and produce ideal condi- 
tions for penetration by antidemocratic ideologies. Similarly, we 
must help to combat disease through improvement of health and 
sanitation facilities, and ignorance through the improvement of ed- 
ucational facilities. 

Recognizing that private capital is necessarily the principal source 
of funds for economic development, we should continue to amr a 
the flow of private capital between countries and to emphasize the 
advantages of productive investment by the nations of the various 
countries. Here too, in the field of industrial investment, our tech- 
nical cooperation program is of undeniable benefit affording opportu- 
nity, as it does, for the acquisition of those skills necessary to create 
an adequate labor force. 


MILITARY ASSISTANCE 


The Rio Treaty, which is the cornerstone of all our military rela- 
tionships with Latin American countries, is the oldest of our present 
regional security arrangements. In this treaty, we and our Latin 
American me enunciated the doctrine that an attack against 
any member of the regional community shall be regarded as an at- 
tack against all. This concept is now the cardinal feature of all our 
regional defense treaties with free-world nations. 

Virtually all Latin American countries possess armed forces and 
an enduring military tradition dating from the colonial period, dur- 
ing which most of them, like the United States, won their independ- 
ence by force of arms. Like all independent and self-respectin 
nations, they do not hold lightly their sovereign right to acquire oat 
bear arms in defense against aggression. 

Since the beginning of World War II, and especially since the 
Korean war, Latin American countries have sought to reorient their 
armed forces in the direction of collective hemispheric defense. They 
have manifested this interest by requesting US. military training 
missions, which are now assigned to 18 countries; by requesting the 
training of their military personnel in U.S. military schools, by pro- 
curing standard U.S. equipment, and by agreeing to utilize certain 
of their military units for the performance of collective defense mis- 
sions in accordance with bilateral agreements which we have con- 
cluded with 12 countries. 

All of our military programs are carried out within the broad 
context of the Rio Treaty and the planning of the Inter-American 
Defense Board. They are responsive to the desire of Latin American 
countries to share the common defense of this hemisphere. The pro- 
grams are desirable and necessary adjuncts of our defense treaties. 
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United States and Latin American personnel brought into close pro- 
fessional association through these programs, whether in military 
schools, training missions, or the Inter-American Defense Board, have 

ined not only a better understanding of the problems of hemispheric 

efense, but also a deeper understanding and appreciation of the demo- 
cratic ideals which we and Latin American nations share in common 
and in freedom from Soviet domination. 

It is these commonly shared ideals and interests which our hemis- 
pheric defense treaties and related military programs are designed 
to shield. The history of political events in this hemisphere , anc 
the beginning of World War II to the present, tends to refute the 
allegation that our military programs have impeded the development 
of democratic political institutions in the area. 

We propose a total U.S. expenditure of $96.5 million during fiscal 
year 1960 to continue the present programs. A substantial part of 
this total, $25 million, is for credit financing and the remaining $71.5 
million is for U.S. training and equipment to be provided in support 
of military units which 12 countries have agreed to maintain for the 
performance of hemispheric defense missions. Some of the funds are 
for the reactivation of retired U.S. destroyers, destroyer escorts, and 
submarines which the last Congress in Public Law 85-532, authorized 
for transfer to several Latin American countries on a 5-year renew- 
able-loan basis. 

Latin American countries which acquire these ships will be able 
to retire some of their obsolescent vessels and develop a more effective 
naval patrol capability. A significant amount of the total funds re- 
pat. for fiscal year 1960 will be used to implement the reimbursable 
aid provisions of the Mutual Security Act. Since this money will be 
recovered by the United States, it does not represent a net U.S. 
expenditure. 

TECHNICAL COOPERATION 


Although our technical cooperation program in Latin America 
extends into a wide range of fields, by far the major portions of it 
are related to host country efforts in the basic problems of agricul- 
ture, health and sanitation, and education. The whole program is 
based primarily upon the training of technicians and the carrying 
out of demonstration projects directed at the practical solution of 
problems which may obstruct economic or social progress. Through 
this sharing of knowledge and provision of improved techniques, 
Latin America is being assisted to acquire the skilled personnel neces- 
sary to advance its efforts toward economic development. 

It would be impossible to measure the total effect of this program 
during the 16 years of its existence for the region as a whole, espe- 
cially its effect on productivity. However, individual cases give posi- 
tive evidence of long-term progress, especially in crop production, 
lowered incidence of disease, advances in technical and vocational 
skills and in the upgrading of educational facilities. 

Still another important effect of the program has been the en- 
couragement of greater diversification of production in certain coun- 
tries which have long been traditionally dependent upon one or two 
major export commodities. This diversification has brought signifi- 
cant improvement in some national food supplies. 
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The: yearly increases in the bilateral programs for technical co- 
operation reflect primarily progressive expansion in response to in- 
creased requests for assistance from the Latin American countries 
and a growing capacity on our part to meet such requests. The in- 
creased figure includes slightly more than $2.3 million in funds re- 
= for regional es the major portion of this amount being 

or the purpose of conducting surveys and studies to establish the 
economic and technical feasibility of projects which may be financed 
through external sources. 

As our contributions to the bilateral programs increase, so likewise 
will the contributions of the host governments which, in cash and 
kind, ordinarily exceed the expenditures of the United States on the 
programs. 

In addition to our request for technical cooperation funds to be 
utilized on a bilateral basis, the total includes, as in recent past years, 
the amount of $1.5 million representing our annual contribution to 
the technical cooperation program of the Organization of the Ameri- 
can States. 

DEVELOPMENT LOAN FUND 


Latin America’s interest in the loan potential of the Development 
Loan Fund has been increasing far beyond the capacity of the Fund 
to provide assistance. As of February 28, 1959, loans had been ap- 

roved to 13 Latin American countries for a total of $54,340,000. 

hese loans were made for highway construction, utilities, resettle- 
ment projects, transportation, airport design, a sugar mill, a water- 
works, rubber production, irrigation, and general economic develop- 
ment. It is believed essential that the resources of this institution 
be available for use in Latin America in substantially greater volume 
in the future. 

SPECIAL ASSISTANCE—BOLIVIA 


Relatively large scale assistance has been supplied to Bolivia since 
the revolution of 1952 which brought to power the popularly based 
Nationalist Revolutionary Movement. As a result of the profound 
social revolution which took place, the traditional structure of Bolivian 
institutions was severely shaken and the country’s economic situation, 
always precarious, was on the verge of chaos. 

In 1956 an economic stabilization program was undertaken by the 
Government with counsel and support from the United States and 
the International Monetary Fund. 

Encouraging progress was made during 1957 but in 1958 the 
austerity of the program had generated pressures which, coupled 
with seriously reduced earnings from tin at other nonferrous metals, 
further threatened economic and political stability. 

Difficulties in containing these pressures have resulted in some 
backsliding, but agreement on a revised program, including new 
emphasis on controls of wages and credit and on a free exchange 
system has been pursued. Meanwhile, the United States has continued 
to provide Bolivia with grant aid to assist her in maintaining relative 
political and social stability, to take steps to achieve a diversified and 
more stable economy and to insure that minimal food requirements 
and other essential imports can be obtained. 
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It is still too early to determine the total effect on our aid program of 
the incidents in Bolivia which followed publication of the contro- 
versial article in the March 2 issue of Time magazine. We recognize 
the difficulties inherent in that setting which contributed to the public 
reaction to the article. 

As long as the average Bolivian lives under difficult economic con- 
ditions, there may be emotional reactions to developments which might 
be passed over without notice by people in more comfortable circum- 
stances. Moreover, opposition elements in Bolivia will probably 
attempt to capitalize on such situations. 

From the end of fiscal year 1953 through fiscal year 1958 we obli- 
gated for Bolivia a total of $111.8 million in aid of various sorts 
and a total of $23.3 million has been authorized for fiscal year 1959, 
We feel that we have prevented the development of a chaotic situation 
that could have had serious repercussions on the security of the entire 
hemisphere and that this must continue to be our aim until such time 
as improving world prices for nonferrous metals, combined with 
greater diversification of the economy and other developmental 
progress can permit Bolivia to stand on its own feet. This is, of 
course, based on the assumption that the Government of Bolivia will 
Pada fully in carrying forward the appropriate measures to attain 
this end. 
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HAITI 


Although the statistics available to this committee on Haiti’s per 
capita income, population density, arable land, and literacy need little 
interpretation or comment, I would like to stress that our overriding 
concern in Haiti is the fact that production seems to be barely keeping 
pace with population growth—and may be falling behind. 

Since such a large percentage of the population there is directly 
dependent on agriculture, any variation from the normal in climatic 
factors has an immediate effect upon the life of the whole nation. The 

t mass of illiterate peasant farmers produce enough for their own 
amily needs with little or nothing left over to market or to keep 
as a reserve for bad times; lack of rainfall for instance produces 
immediate distress and even starvation in isolated localities. Building 
on such a precarious economic base, advances in the standard of living 
and in social and political development have been slow and uncertain, 
easily upset by what in more developed countries would be regarded 
as only minor difficulties. 

Haiti’s foreign economic relations are nearly as precarious as its 
domestic economy because of heavy dependence upon coffee which 
normally brings in two-thirds of Haiti’s foreign exchange earnings. 
Hence, when growing conditions for coffee are unfavorable, there is an 
immediate drop in Haiti’s ability to import essential goods and a 
reduction in Government revenue from coffee export taxes. This has 
just been demonstrated by last fall’s coffee crop which was one of the 
worst in recent Haitian history. Production was less than half of the 
ey mg year’s crop and this, along with the decline in world prices, 

ad disastrous effects on Haiti’s balance of payments position and on 
Government revenues. In response to Haiti’s urgent request for help 
in this emergency, the United States agreed in Febeinry of this year 


to make a grant of up to $6 million from MSP funds to help Haiti to 
finance minimum imports and continue essential Government services. 
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The long-term solution to Haiti’s problem is a broadening of its 
economic base and stimulation of production. Rising standards of 
living will contribute to ter social and political stability. Mean- 
while, the judicious use of the grant economic aid funds requested for 
balance of payments support and selected developmental work, along 
with long-term loans for investment in basic facilities such as roads, 
power, irrigation, and communication, will help to bridge the gap. 


REGIONAL 


In addition to the specific country requirements for special assistance 
as set forth above, we are requesting a modest amount of special 
assistance for regional use. This money will be utilized specifically on 
public safety programs and on the training of Latin American 
engineer construction units which will be utilized for economic de- 
velopment works such as the construction of airports and construction 
and maintenance of highways. 

Chairman Morean. Thank you, Mr. Snow. 

Mr. Atwood. 


STATEMENT OF ROLLIN S. ATWOOD, REGIONAL DIRECTOR FOR 
LATIN AMERICAN OPERATIONS, INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. Arwoop. Mr. Chairman, members of the committee, I am indeed 
pleased to appear before this committee to support the nonmilitary 
portion of the mutual security program for Latin America for fiscal 
year 1960. Deputy Assistant Secretary Snow has testified on the 
political, social, and economic situations of Latin America and General 
Hartel will testify on the military aspects of the mutual security 
program. 

I shall attempt to repert on the basic role of the bilateral technical 
cooperation and special assistance programs and what has been accom- 

lished and what must be accomplished in the future in terms of the 
interest of 180 million people in the United States and over 200 million 
in the countries to the south. 

It has been my pleasure to appear before this committee for several 
years in my current capacity in behalf of the mutual security program 
for Latin America. In prior statements I have attempted to explain in 
some detail the basic programing procedures, the composition of pro- 
grams, basic objectives, and accomplishments. This year, if I may, 
I should like to concentrate on (1) the basic role of the bilateral pro- 

ram within the current situation in the region; (2) problems con- 
entien achievements of program objectives; (3) the respective 
contributions to the program made by what has appropriately been 
termed the “partners in progress”; and (4) accomplishments. 

We are asking the Congress for authorization and appropriation of 
$43.7 million for bilateral technical cooperation ~ $oh 6 million 
for special assistance in Latin America for fiscal year 1960, 

You will note on page 1 of the Latin America Regional Book, the 
figure of $45.2 million is shown for technical cooperation in Latin 
America. This total includes $1.5 million for the technical coopera- 
tion program of the Organization of American States which is 
described on page 285 of the regional book. 
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We cooperate filly and coordinateclogely: with the program of the 
Organization of American States and make full use of the training 
facilities which it provides. The technical cooperation program of the 
Organization of American States, however, is directed by the Inter- 
American Economic and Social Council of the Organization of Ameri- 
can States and is limited to regional projects. 


BASIC ROLE OF THE PROGRAM IN RELATION TO THE CURRENT SITUATION 


Latin America may be considered as at a crossroads in its develop- 
ment. It has been caught up in a dynamic tide of economic and social 
development. It has been accurately described by many as a whirlwind 
industrial revolution. It has come at a time when some countries were 
ready for development, some had gained political independence but 
were just beginning to break the shackles of feudalism, some still in 
the last stages of gaining political independence, and some were still 
fighting for popular representative institutions and governments. 

There are, however, certain very strong ties that bind these countries 
and dependencies together and give authenticity to the phrase, “family 
of nations.” The people throughout the area are united in their deter- 
mination to be free. They are determined to improve their living 
standards, and they are determined, one way or another, and sooner 
or later, to haye governments that provide opportunities for the 
achievement of their basic needs and wants. 

The surging pressure of the people of Latin America for rapid 
material, social, and political advancement can be a great force for 
the strengthening of democratic ideals and concepts in this hemi- 
sphere. However, unless tangible evidence is readily available that 
the aspirations of individuals can be realized under a free-enterprise, 
democratic approach; then this great and growing force could become 
susceptible to exploitation by enemies of the free world. 

It is essential that each country establish basic institutions to direct 
soundly its economic and social development. Latin American coun- 
tries must simultaneously assure political and social advancement to 
then meet the increasing demands of its people for a greater role in 
determining their own destiny and for demonstrable progress in an 
improved level of living. 

We do not have what can accurately be called a single U.S. program 
for Latin America. Weare cooperating with 26 separate and distinct 
countries and dependent territories, located in the central and southern 
part of the Western Hemisphere. Our program consists of U.S. con- 
tributions to each of the 26 country programs. During the last 12 
months I have personally visited 20 country programs and have per- 
sonally discussed the programs in the 6 territories with the country 
directors. I can assure the committee that each country or territory 
has its own problems and its own program. 

It is our earnest hope that with appropriate guidance and assistance 
provided by the mutual security program the rapid pace of economic 
and social development in Latin America can be maintained. The 
vast development potential in both human and natural resources and 
the position and importance of Latin America in world affairs will 
strengthen steadily. It is essential that this growing power and in- 
fluence remain stead fast to the cause of freedom. 
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Communist efforts at. increased influence in Latin America could be 
easily underestimated if we limit-our,attention to bloc. probes such as 
Taiwan and Berlin. In jealously guarding their freedom and national 
rights, Latin American countries will continue to carefully scrutinize 
bloc trade and aid offers. With the fervor for rapid progress, we 
must recognize, however, that all offers of assistance will be considered. 
We must also recognize the short-term advantage available to the bloc, 
since they can concentrate on seemingly attractive trade and aid offers 
which are primarily designed to attain political objectives. Examples 
of bloc offers which gain political favor are the recent heavy purchases 
of wool in Uruguay and the $100 million credit to Argentina for oil- 
field equipment and_other capital goods. 


PROBLEMS CONFRONTING ACHIEVEMENT OF OBJECTIVES 


Rapid growth in individuals and in countries does not take place 
without some growing pains. We have had many in our growth, and 
there are many evident in Latin America today. Just as we once 
looked to friendly external sources for assistance in needed skills and 
capital, so Latin Kenerite is seeking such cooperation now. 

ndustrialization and increased exports is not enough. The vast 
sums in trade, investment, loans, and emergency aid which have been 
flowing to Latin America will not, be fully effective unless they lead 
to the economic and social betterment of the individual. Coupled 
with increases in agricultural and industrial facilities and produc- 
tivity must come better health and sanitation, education, vocational 
skills, and a greater dignity and role for the individual person. 

ICA does not attempt, chivagh its technical cooperation programs, 
to provide developmental capital requirements for economic growth. 
Technical cooperation pro s serve the objectives of the cooperat- 
ing countries by helping them to eliminate key impediments to the 
fullest possible application of resources, both human and natural, in- 
herent in an individual enterprise approach. 

Problems such as inadequate educational opportunities, poor health 
and sanitation conditions, lack of technical and management skills, and 
nonexistent or inadequate basic institutions do not encourage the flow 
of available development capital and weaken the ability of a country 
to adhere to sound, am el economic practices. 

There appears to be no majer deficiency in potential developmental 
capital available to Latin América from existing sources. I am in- 
cluding the Development Loan Fund as a potentially important exist- 
ing source. 

The recently chartered Inter-American Development Bank will also 
be in a position to provide additional development capital. The re- 
sources of the Export-Import Bank and the International Bank for 
Reconstruction and Development have both been augmented recently. 
Private investment, especially with the guarantees now available, is 
taking place at a relatively high rate. 

_ Large investments in extractive industries which affect only a frac- 
tion of the people have failed, through no fault of their own, to bring 
about the type of development that satisfies the growing demand for 
more schools, pure water supplies, sanitary facilities, credit to build 
homes rather than speculative apartment buildings, and feeder roads 
rather than superhighways. 
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Last year I indicated to this committee that there had been and 
would continue to be a shortage of internal and external capital funds 
available on a long- or medium-term basis to finance the aspects of 
economic and social development in Latin America which have been 
seriously neglected. 


These aspects include— 
(1) local construction cost components of development 
projects ; 


(2) local construction costs of farm-to-market or feeder roads; 
3) municipal water supply and sanitary installations; 
4) scientific and technical training in schools and colleges; 
5) the constructing and equipping of hospitals and health 
centers ; and 
(6) local capital to initiate savings and loan institutions to 
encourage a private housing industry. 

Advancement in these fields is essential if balanced economic and 
social development is to take place. Failure to make the necessary ad- 
vance will postpone the development of a climate favorable to found 
private investment and will increase the feeling of frustration among 
large segments of the population, 

I think we must consider, as a supplement to technical cooperation, 
long-term loans to finance development in the neglected fields of eco- 
nomic and social development. The Congress provided for this when 
the Development Loan Fund was set up. Its use can be of paramount 
importance in helping the countries achieve balanced economic and 
social development. During fiscal year 1959 a small but encouraging: 
start has been made by the Development Loan Fund in these fields 
but, in my opinion, increased loan funds must be made available to 
supplement and multiply the accomplishments of the technical coop- 
eration programs. 


RESPECTIVE CONTRIBUTIONS TO THE PROGRAM—“PARTNERS IN PROGRESS” 


In recent years, with increased emphasis on strengthening the basic 
skills and institutions needed in sound economic development efforts, 
the contributions of the cooperating countries have steadily increased. 
This expansion in the role of the host country applies to all facets of 
the bilateral program, including joint planning, joint personnel, host- 
country program operation, and joint financing. 

Joint planning 

Since basic determinations as to development approach, pace, and 
emphasis must be made by the sovereign countries with which we co- 
operate, a serious problem has been the general absence of adequate 
central planning entities. Although much more remains to be done, 
significant strides have been taken in meeting this problem during the 

ast few years. Officially designated central planning groups Save 
n set up in eight countries and plans for such groups exist in several | 
other countries. 


Joint personnel 
The substantial increase in the assignment of host-country personnel 


to joint activities is indicative not only of the growing awareness of 
the importance of these projects to economic development, but also: 
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of host-country realization of the need for trained personnel. The 
majority of the technical cooperation projects are administered under 
the cooperative service device commonly referred to as a “servicio.” 

At the present time there are 53 servicios in operation in 17 Latin 
American countries and 1 dependent territory in the Western 
Hemisphere. 

A major aspect of the projects being carried out by the cooperative 
services is that of providing in-service training to local employees 
working on these projects. of December, 31, 1958, there were some 
19,500 local employees: of servicios. Of these, 6,985 are classified as 
professional or subprofessional personnel who, in carrying out their 
assignments, are receiving valuable in-service training and on-the-job 
experience. 

Other local employees of the servicios who also receive direct or in- 
direct training in connection with their jobs include some 3,065 admin- 
istrative and clerical personnel. Finally, there are some 9,450 un- 
skilled workers or laborers working on servicio projects, many of 
whom will become skilled workmen. 

These 19,500 local employees of the servicios are under the technical 
guidance of 596 U.S. technicians assigned to the country programs for 
that purpose. 


Host-country program operations 

Another very important element in the concept of the cooperative 
service program involves the rate, of transfer, or turnover of projects 
to an agency of the host government to administer, maintain, and 
operate. During the 9-year period from January 1, 1950, through 
December 31, 1958, a total of 1,400 such projects were completed or 
terminated by the cooperative services. Gf this number, 1,090 proj- 
ects were taken over by the host-government ministry or agency of 
the local government to operate and maintain on a continuing basis. 


JOINT FINANCING 


Joint funds utilized to implement these 1,400 completed projects 
totaled $101.2 million for the 9-year period between 1950 and 1958. 
The U.S. share of this joint fund contribution for servicio projects 
totaled $26.5 million, or approximately 26 percent of the total amount 
of joint funds utilized. 


PROGRAM ACCOMPLISHMENTS 


Any effort to indicate ina summary fashion the nature of specific 
accomplishments in the Latin American program is rendered difficult 
since we are dealing with 26 identifiable programs representing 20 
Latin American countries and 6 dependent territories. I am includ- 
ing a Sampling of recent accomplishments in one country. I have 
placed these at the end of my presentation, but should like to call the 
attention of the committee to these accomplishments. My purpose in 
doing this is to emphasize the basic ingredient of our approach to 
technical cooperation planning. We strive to assist those projects 
which (1) reach a large number of people, (2) involve participation 
in institutional arrangements, and (3) contribute to the growth of 
the country’s economy, particularly in the private sector. 
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PROPOSED INCREASES IN THE FISCAL YEAR. 1960 PROGRAM 


Bilateral technical cooperation 

In bilateral technical cooperation, it is proposed that we increase 
our total aid level for this area from about $34.8 million in fiscal year 
1959 to $43.7 million in fiscal year 1960. The additional funds re- 

uested are considerably less than the amount recommended by our 
feld missions and are considered to be the minimum required to 
achieve our major objectives in fiscal year 1960. They‘cover a general 
10-percent increase in costs, a modest strengthening of most approved 
country programs, a substantial expansion in Brazil, areawide aasist- 
ance in preliminary surveys which constitute the first step in the 
development of sound applications for external financing of im- 
portant development projects, and an intensification of traning pro- 
grams, mainly through an expanded use of host-country and third- 
country facilities. 

The proposed increase of close to $2 million in the technical 
cooperation program in Brazil for fiscal year 1960, shown on pages 
42 and 43 of the regional book, is essentially designed to establish, 
upgrade, and improve Brazilian educational institutions in the fields 
of agriculture, public and business administration, and engineering 
to enable Brazil to increase the availability of trained manpower 
necessary for more efficient management of its resources. 

A -principal. deterrent. to the attraction of additional investment 
and the availability of credit capital is the lack of surveys and studies 
to determine priority development needs and to adequately engineer 
key development projects. A significant part of the proposed increase 
in technical cooperation, shown under regional programs on page 278, 
for fiscal year 1960, is planned accordingly for assistance in under- 
taking such surveys and studies. Assistance would also be considered 
for projects which would help establish or improve institutions for 
industrial or resource development analysis and planning. 

To man the dynamic pace of economic development in Latin 
America, and to attract and service additional private investment, a 
substantial expansion in technical training is required. Language 
and fevel of requiréd training limit the number who can profitably 
come to the United States. Although use of Puerto Rico eliminates 
the language problem for most Latin American countries and largely 
meets the level-of-training problem, the limitation of facilities must 
be recognized and programing must be geared to their optimum use. 
Accordingly, development and strengthening of host-country and 
third-country training facilities in Puerto Rico, Mexico, Brazil, and 
other countries must be encouraged. 

Special assistance 

In the field of special assistance in Latin America, we have asked 
for an increase from $26 million in fiscal year 1959 to $27.6 million 
in fiscal year 1960. This would provide for continuation of assist- 
ance in Bolivia and Haiti and for an increase in engineer construction 
units and public safety programs. 

Bolivia.—Continuation of special assistance for Bolivia, outlined 
on page 27 of the regional book, would be in support of the current 
vital stabilization program. It would also support selected projects 
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aimed at the achievement of sound economic development. It would 
include grants to help meet essential foreign-exchange requirements 
and to finance the continued flow of esesntial consumer and capital 

oods.. In view of the political and economic situation in Bolivia, it 
is essential to the interests of the United States that economic assist- 
ance be continued in order to permit the Bolivian Government to take 
corrective action and avoid possible economic and political chaos. 

Haiti—In Haiti, the special assistance proposed for fiscal year 1960, 
as shown on page 146 of the regional book, is. deemed: equally essential 
to prevent a chaotic economic and gene situation from arisin 
which could seriously prejudice U.S. interests. While all speci 
assistance is shown in the ional book as supporting economic 
development, it has become orien that a portion of the funds will be 
used to assist in the current critical budgetary and balance-of- 
a, oe situation. 

he regional and undistributed special assistance funds for fiscal 

year 1960, shown on page 278, would be used for anticipated increased 
requirements in engineer construction units and public safety proj- 
ects, not yet susceptible of individual country programing. tails 
of these proposals are included on pages 278 to 284 in the Latin 
America regional book. 


SUMMARY CONCLUSIONS 


In conclusion, may I note that the — incréased aid levels 
permit (1) a further strengthening of the demonstrational and train- 
ing aspects of the technical cooperation program; (2) the required 
increased emphasis on institutional development; and (3) facilitating 
through surveys and planning, the flow of additional required capital 
from available private and public sources. 

The revolutionary drives in Latin America, except in the oversea 
territories, where political independence is also a factor, are caused 
by and sustained by a refusal to tolerate feudal economic and social 
conditions. The peoples will tolerate no longer the lack of adequate 
protection against disease, the lack of education, and, most important, 
the lack of any that they*eanvachieve their ¢eonomic goals with- 
out sacrificing political independence. It is imperative that we un- 
derstand fully the real significance and the immediate challenge posed 
by the economic and social revolutions underway in this hemisphere. 
Immediate intelligent action on our part is called for. 


SAMPLING OF ACCOMPLISHMENTS RELATED TO ICA TECHNICAL COOPERATION 
PROGRAM IN COLOMBIA 


1. Illustrative accomplishments in the field of agriculture and natural re- 
sources include the following: 


A. NATIONAL AGRICULTURAL EXTENSION 


This project is an outgrowth of three earlier projects dealing with agricul- 
tural extension in Boyaca, land resource development and agricultural exten- 
sion in the Cauca Valley, and National Extension Service advisory assistance. 
The first two were pilot operations designed to develop extension organizations 
and methods to fit local conditions and provide a nucleus of trained personnel. 
The third was established to provide top level advice to the Ministry of Agri- 
culture on the organizational requirements of a national service based on prin- 
ciples and methods developed by the pilot projects and U.S. experience. 
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An organizatiqnal plan for the National Extension Service has been developed 
and approved by the Colombian Government which will gradually absorb the 
established agencies of the two pilot projects. At the present time the organ- 
ization consists of a national staff, director, agricultural program specialist, 
home economics specialist, and youth programs specialist—all trained in the 
ICA program ; 6 regional offices; 16 state offices; and 49 county offices, staffed 
with 250 professional and subprofessional Colombian employees. The above- 
mentioned precursor projects provided a total of 14 ICA-trained extensionists 
to fill key positions at national, regional, and state levels of the new organization. 

In the past 4 years of operation 225 youth clubs with 2,500 members have 
been organized. Twenty-five home demonstration clubs have been organized and 
basic agricultural programs established. Although the extension service is young 
and still suffering growing pains, it should make an effective contribution to the 
rural Colombian economy. 

B. CACAO DEVELOPMENT 


Prepared an organizational plan, accepted by the Government of Colombia, for 
the establishment of needed cacao extension and research services in appropriate 
branches of the Ministry of Agriculture and coordination of all cacao develop- 
ment work. This plan was initiated in August 1958 with transfer of personnel 
and equipment from the semiautonomous national cacao campaign to the Minis- 
try of Agriculture. A U.S. technician is working closely with Ministry personnel 
to develop programs that will assure establishment of needed research activities 
and effect the transfer of cooperative service cacao extension personnel to the 
Ministry by the clése of 1959. 


C. AGRICULTURAL MACHINERY POOLS 


Four machinery pools have been established in different areas of the country 
using equipment transferred from the Ministry of Agriculture and some pur- 
chased from the joint fund. These four pools have been combined into two, as 
experience has shown the most efficient size, type, and locations of operations, 
These pools have materially assisted in the agricultural development in .the 
areas of operation. Activities are rapidly approaching a completely self-financing 
status. 

This project has introduced agricultural equipment and demonstrated its 
proper use; trained workers, farmers, and technicians in mechanized agriculture, 
selection, maintenance, and repair of equipment; the improvement of farm man- 
agement and land use by means of machinery and improved irrigation -methods. 

One automatic land leveler was brought in from the United States and dem- 
onstrated by this project. Now more than 100 of the same kind have been im- 
ported and are being used on private farms in the area of the demonstration 
(paid for by private individuals). 

A machine for making irrigation ditches introduced and demonstrated by this 
project reduced the cost from 40 to 3 cents.per cubic yard. Ten of these machines 
have now been bought by individuals and are in_ use. 

Improved equipment and methods of clearing jungle have been demonstrated 
which reduce costs to one-half or less than that of the usual methods. An irriga- 
tion border maker was introduced; individuals have purchased several for 
their own use and others have handmade more, patterned after the one demon- 
strated by ICA. There is a definite tendency for the individuals to obtain for 
themselves the same type of machine as demonstrated, or as close to it as 
possible. 

Improved methods of land leveling and ditching, and better engineering design 
of irrigation systems have made possible a diversification of crops and land 
use. Irrigated pasture is a recent innovation here, but becoming increasingly 
popular, because of improved land preparation methods and the use of better 
grasses introduced by ICA. 

The skills and knowledge of machine operators, mechanics, maintenance and 
administrative personnel has been improved by constant on-the-job training. 
Over 100 operators, 20 mechanics, and 18 foremen so trained have left the or- 
ganization because of more attractive salary offers, and are now working in 
private enterprises; 160 mechanics have received training in short courses to 
improve their skills. An agricultural engineer, after 1% years with this proj- 
ect, is now secretary of agriculture of one of the Colombian States. Another is 
now the field manager of a large sugar company. 
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D. FORESTRY RESOURCES DEVELOPMENT 


USOM technical assistance to the Forestry Section, Ministry of Agriculture, 
is contributing to the gradual orientation and improved planning of national 
forestry programs. As a result of this assistance the Forestry Section was re- 
organized in July 1958, and a National Forestry Service established. Nonpro- 
fessional personnel have been replaced by Colombian forestry graduates. Where 
formerly there were no foresters assigned to field supervisory positions, the 
y ered has now assigned professional foresters to the key positions in the 

eld. 

Ten Colombian forestry engineers were given special training in various for- 
estry projects under guidance of the three USOM foresters. With the estab- 
lishment of the Forestry Section, all of these foresters were given positions of 
responsibility in the Ministry of Agriculture. 

During the past year and a half, 45 students were provided opportunities 
to work in practical forestry operations of the cooperative field projects during 
vacation periods, Bight Colombian foresters sponsored by ICA for third-country 
training are now occupying important positions in the Central Government and 
departmental forestry organizations. 

Assistance has been provided the Forestry Institute of the National Univer- 
sity at Medellin in the reorganization of the forestry curriculum which was ap- 
proved for the school year beginning February 1957. The new curriculum 
emphasizes practical field training through scheduling field laboratories during 
the week, weekends, and vacation periods at the USOM-sponsored forestry train- 
ing center at Piedras Blancas, a few miles from the university, and schedules 
the second semester of the second schoo] year for field practices. From July 
to November 1958, 10 second-year students spent their full time in field train- 
ing camps. 

Watershed management projects developed in cooperation with the major 
municipalities of Bogata, Medellin; and Cali have been underway for 3 years. 
These projects have been developed as model programs of watershed manage- 
ment and used as training and demonstration centers for all levels of forestry 
personnel. In 1958, the Cali municipality established a permanent forestry or- 
ganization on recommendations of USOM foresters, to assure continuance of 
the watershed program, taking over USOM-trained personnel for its adminis- 
tration. 

Training given to Colombian professional and subprofessional personnel in the 
application of scientific and economic techniques of forest nursery development 
and care and in tree-planting methods reduced tree-planting costs to less than 
three-quarters of a cent per tree compared to costs 10 to 15 times greater by 
traditional methods. 

Education of private forest owners is considered one of the most effective 
means of increasing timber production and controlling of erosion on private 
lands. A pilot forestry extension project carried out by USOM foresters in 
collaboration with the agricultural extension program has developed standards 
and techniques which can serve as a base for a national forestry extension 
program. Three Colombian professional foresters have been trained in the 
techniques of forestry extension, ore of whom is now employed as forest exten- 
sionist in the Ministry of Agriculture. 


2. Illustrative accomplishments in the field of public health include the fol- 
lowing: 
A. PUBLIC HEALTH ENGINEERING 


The regional organization providing public health engineering services through- 
out the country was extended to include 12 of 16 departments. Steps are being 
initiated to turn this organization over to the Ministry of Public Health or to 
the departments themselves. As of December 30, 1958, two of the departments 
had sanitary engineers on their own payroll. During this period two engineers 
returned from training in the States, both of whom are now employed in this 
field by the Government of Colombia, One sanitary inspector returned from 
training in Brazil and is working for the Ministry. 


B. HEALTH EDUCATION 


Adequate administrative and financial support to launch a long-range plan 
for the preparation and utilization of qualified health education staff was secured 
from the Colombian Government. The systematic recruitment within-country 
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orientation and out-of-country specialized training for persons with appropriate 
academic and experience background was initiated. Thirteen persons were 
employed in apprentice health educator positions. During the 1958-59 school 
term three of these are receiving graduate training in accredited schools of public 
health in the United States. Provision has been made for training of additional 
six of those now employed in apprentice positions during the 1959-60 term. 

Qualifications, functions, and salary scales for health education personnel 
were defined and the necessary steps taken to incorporate these in the National 
Civil Service System. 

Through participation in training activities at National and State level, health 
education staff gave courses to 70 public health physicians, 35 public health 
nurses, 118 sanitarians, 900 primary teachers, 40 supervisors of primary edu- 
cation, 150 employees of the national malaria eradication program, 50 employees 
of the national smallpox eradication campaign, 62 public health dentists, and 
45 public health nurse auxiliaries. Three months of field orientation in local 
health centers for nine health education apprentices was also given. 

Health education service was provided to the malaria eradication program, 
rabies control demonstration, intestinal parasite study, nutrition and public 
health dental projects in Valle del Cauca, and Caldas, and others. This action 
served as basis for determining more effective health education procedures and 
for interpreting and establishing technical standards. 

In the National Health Education Department a position for a Director of 
Public Information and Materials Development was established and budgetary 
provision made. An organized information service was established within the 
state project in Caldas. 

Chairman Morean. Thank you, Mr. Atwood. 


General Hartel, you may proceed. 


STATEMENT OF BRIG. GEN. FREDERICK 0. HARTEL, DIRECTOR, 
WESTERN HEMISPHERE REGIONAL OFFICE, OFFICE OF THE 
ASSISTANT SECRETARY OF DEFENSE FOR INTERNATIONAL 
SECURITY AFFAIRS 


General Harret. Mr. Chairman and members of the committee: 
U.S. military cooperation with Latin America began as early as 1925 
when Congress authorized the sending of military missions to Latin 
America. The first mission was sent to Brazil shortly after the legis- 
lation was passed. A more comprehensive program of Latin Ameri- 
can missions was initiated in 1933 in implementation of our Good 
Neighbor Policy. 

During this period, the military forces of Latin American coun- 
tries were equipped, organized, and trained predominantly by the 
Axis powers, primarily Germany. This resulted in strong Nazi in- 
fluence in the military forces of the area. 

Subsequent to Werld War IT, the United States was no longer con- 
cerned with Axis military influence in the area. However, the pre- 
war military doctrine which guided the top military ranks, and the 
obsolescence of equipment, were problems of our concern. The Latin 
American nations required technical assistance and modern replace- 
ment equipment, and were determined to obtain both, regardless of 
the source. 

The United States new ‘has military missions ‘in ‘all of the Latin 
American nations except Mexico and Cuba. ‘These missions were 
originally established because the countries concerned wanted them 
and asked for them. The United States has continued the policy of 
maintaining missions in these countries because their’ presence has 
been mutually advantageous in promoting hemispheric solidarity. 
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These missions exist as a result of government-to-government agree- 
ments, and do not support any particular regime or political faction. 
A country not desiring a mission can request withdrawal at any time. 

In addition to the mission agreements, the United States has entered 
into bilateral military assistance agreements with 12 Latin American 
countries pursuant to the Mutual Security Act of 1951. These coun- 
tries are: Brazil, Chile, Colombia, Cuba, Dominican Republic, Ecua- 
dor, Guatemala, Haiti, Honduras, Nicaragua, Peru, and Uruguay. 

Since the inception in 1951 of military assistance to Latin American 
nations under the mutual security program, assistance has been re- 
quired by law to be furnished only in accordance with defense plans 
which shall have been found by the President to require the recipient 
nations to participate in missions important to the defense of the West- 
ern Hemisphere. From time to time, the President has made such 
findings prior to the initiation of the military assistance programs that 
the United States has been carrying out in the 12 Latin American 
nations. 

Section 105(b) (4) of the Mutual Security Act of 1954, as amended, 
was broadened in 1958 to require the President (1) annually to review 
the aforementioned finding, and (2) annually to determine whether 
military assistance from the United States is necessary to enable the 
recipient nations to participate in hemispheric defense missions. 

Section 105(b) (4) further states that internal security require- 
ments will not normally be the basis for military assistance to Latin 
American nations. The President on February 17, 1959, made the de- 

terminations for fiscal years 1959 and 1960 pursuant to section 
* 105(b) (4), as amended. 

On the basis of the President’s determination, the Department of 
Defense recommends continuation of military assistance programs in 
the 12 countries which have signed bilateral agreements in order that 
these countries may improve their capabilities for effectively carrying 
out military missions important to the defense of the hemisphere. 

The program requested for fiscal year 1960 represents the minimum 
requirement to accomplish the continued modernization of antisub- 
marine warfare air squadrons, the reactivation of some of the vessels 
authorized to be loaned under Public Law 85-532, and to meet the 
second increment for a 4-year special program for Brazil. 

The maintenance of internal security in the Latin American Re- 
publics does not come within the purview of the military assistance 
program ; therefore, we do not propose in this program that grant 
assistance be provided for that purpose. 

The bilateral military agreements with the Latin American coun- 
tries come within the framework of the Inter-American Treaty of 
Reciprocal Assistance of September 2, 1947, which established the 
principle that an attack on one American state is an attack on all. 

The agreements also promote the objective of the resolution on 
military cooperation which was ted at the Fourth Meeting of 
Consultation of the Ministers of Foreign Affairs in 1951. That 
resolution urges the American Republics to orient military prepara- 
tions toward the common defense of the ee rather than con- 
fining such preparations to the defense of individual countries. 

We have learned that there is no real security except on a collective 
basis, and therefore we must maintain the system of collective security 
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on which we have now made such an excellent start. It is no longer 
possible for individual] nations to assure their own safety through 
their own isolated efforts. This is why many nations of the free 
world are cooperating in regional arrangements such as the Organiza- 
tion of American States. 

The Latin American area is of great strategic importance to the 
free world, not only because of its location, but also as a source of 
— raw materials. Assurance of availability of essential mate- 
rials for a healthy industrial mobilization base and a strong de- 
fense posture requires a continuing reappraisal of the security of the 
sources as well as the means of transporting the materials to the 
United States. 

Control of a Latin American country by an enemy aggressor force 
would unquestionably pose a military threat to the United States 
regardless of weather that aggressor controlled the country through 
an act of overt military occupation, or through covert infiltrations 
into the key centers of that government’s control agencies. 

The United States has heavy worldwide commitments and will 
have few military forces to spare for this area; therefore we feel 
there is a military requirement for allied forces to assist the United 
States in protecting the hemisphere in case of war. The most positive 
threat is submarine action in the Caribbean Sea and along the coast 
of Latin America. We can expect raider attacks against strategic 
bases, sea communications and coastal installations and mining of 
ports and approaches. 

Although the military threat may not be great when compared 
with other areas of the world, it is nevertheless a real one. The 
military requirements certainly validate a military assistance pro- 
gram for Latin America. 

It is believed that substantial accomplishments can be credited to 
the relatively small military assistance program in Latin America. 
The most advanced military forces are those equipped and sup- 
ported by the military assistance program, and these forces serve 
as a model for other units of the countrv’s forces. 

By US. standards they are short of full combat effectiveness, but 
some are capable of fulfilling missions for hemisphere defense, thus 
= effect adding to the security of the rear and flanks of the United 

tates. 

We must realize that each of the Latin American countries is a 
sovereign nation and each has military forces of size and composition 
considered necessary. Through the grant aid program and our mili- 
tary missions in the area, the United States is seeking to encourage 
the Latin American nations toward the development. of modern 
mobile units which lend themselves to missions important to hemis- 
phere defense. The military assistance program is not designed to 
assist or even encourage these nations to.expand their armed forces. 

Our efforts toward reducing the size of Latin American military 
forces are not always successful. National prestige and custom dic- 
tate that no armament regardless of age should be discarded. How- 
ever, it is felt that the continuance of the military assistance program 
will eventually be effective in accomplishing some reduction in the 
size of the Latin American military forces, as well as to make them 
more effective and more economical to operate and maintain. 
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As long as we have the military assistance peng and can pro- 
vide required equipment of the types and in the numbers considered 
necessary, we have every hope of achieving this goal. Without a 
military assistance program we have no effective tool to encourage 
the Latin American countries to discard old equipment and reduce 
the overall size of their armed forces. 

We believe that the U.S. aid toward a sound modern military 
program will save money for Latin American countries. 

ese countries are determined to modernize their armed forces 
and will obtain military equipment from some source. If the United 
States does not provide military equipment or make it available on 
reasonable terms they will turn to other sources. Recent examples 
of such action include the purchase of aircraft carriers and jet 
aircraft from European sources. 

In addition to military requirements, military aid strengthens inter- 
American friendship and collaboration. It is concrete evidence of 
the U.S. belief that Latin American nations have a stature which incurs 
a responsibility for a contribution to the common defense. 

Elimination of military aid will seriously damage this inter-Ameri- 
can friendship we have worked so hard to develop. 

In support of U.S. objectives and under the provisions of the Mutual 
Security Act of 1954, as amended, the United States has provided 
approximately $200 million in materiel and training through fiseal 
year 1958 to the 12 Latin American countries which have bilateral 
agreements with the United States. 

Training provided in U.S..Armed Forces training centers and 
schools in the United States and the Canal Zone is oné of the most 
important objectives of the military assistance program. Through 
fiscal year 1958 approximately 9,000 Latin American students have 
received training in these facilities through the military assistance 
program. 

Another important aspect of attaining our objectives in the area 
is the sale of military equipment to Latin American countries. All 
20 of the nations are eligible to purchase equipment and services under 
the mutual security military sales program. Under this program, 
Latin American countries have purchased $172 million through June 
1958. 

Fiscal year 1959 accomplishments were extremely limited by lack 
of funds. Two program objectives worthy of recognition were the 
modernization o ASW patrol squadrons by attrition replacements, 
and the provision of the first increment of the special program for 
Brazil. Training and a limited amount of materiel was provided in 
oe of those military assistance program units which are con- 
sidered necessary for hemisphere defense. 

Despite some political unrest in the Latin American area during 
the past year, the United States has received the continued coopera- 
tion of our Latin American neighbors. All countries in the area 
aor continued to support free-world policy and action in the United 

ations. 

Brazil and the Dominican Republic provided sites in which we 
operate important stations for our long-range missile projects. Cuba 
continued to abide by its agreement in our operation of the U.S. naval 
base at Guantanamo Bay. 
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U.S. military missions, the principal envoys of U.S. policy on stand- 
ardization of military doctrine and equipment, remain predominant in 
the area. The 12 nations with whom the United States has bilateral 
military assistance agreements have continued to abide by the agree- 
mentsand support the military assistance program units. 

For fiscal year 1960 we are requesting $96.5 million for military 
assistance. Of the total assistance to be provided, $25 million is now 
programed to finance credit to countries of the area to purchase 
military equipment and services from the United States. The balance 
of $71.5: milhon -is- programed for materiel and training to assist 
specified units of the 12 eligible Latin American nations in attaining 
a combat capability to participate in missions important to the common 
defense. Details of this program are illustrated in the classified Latin 
American regional book which you have before you. Countries re- 
ceiving military assistance are tabbed in yellow. 

Militarily there is a requirement for every Latin American count 
which has a significant military potential to participate in the hem1- 
sphere defense program. 

It must be recognized that each one of the Latin American countries 
is a sovereign nation and as such enjoys its own national characteris- 
tics, determination, and aspirations. Each country is dedicated to its 
own deferises and will’support modern military forces in order to 

rovide the necessary security for healthy wth and economic 

evelopment. Therefore, discontinuing or substantially decreasing 
military assistance to Latin America will diminish their ability to con- 
tribute to the collective defense of the hemisphere. 

[ Security deletion. ] 

Chairman Morcan. Thank you, General. General, you think then 
that the $96 million plus requested in this year’s military program 
is essential ? 

General Harrex. Yes; I do, sir. 

Chairman Morean. There has been some criticism that we d 
too much money militarily in South America and not sdeaiien on 
economic aid, but you feel that this military assistance program has 
—— thought out and this money is needed for the next fiscal 

ear 

. General Harret. I believe so. There is no question that the eco- 
nomic area is a very important one in Latin America, but we must not 
overlook the importance of the military. When you consider that of 
the $96.5 million, out of $1.6 billion worldwide, it is merely 6 percent 
of the total amount we spend worldwide. And of that 6 percent 
11% percent to finance credit sales will be repaid, so really what we 
are putting out militarily there is 414 percent of the total amount 
that we expend worldwide. 

Chairman Morean. Do you regard the military force in Latin 
America generally has been antidemocratic or prodictatorship? 

Mr. Snow. Mr. Chairman, could I address myself to that? 

Chairman Morean. Surely. 

Mr. Snow. I believe in recent years especially there has been a 
marked trend in that respect, illustrating a sentiment among the 
ee! ony ve to that which motivates our own military forces. 

The example I can offer is the Mexican example. You find 


there that the army, navy, and air force consider their role to be 
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defense of their national territory, defense of the Constitution, and 
therefore defense of the duly constituted government. 

In 1955, if you will recall, Peron was overthrown in Argentina. 
That was made possible by the attitude of the military forces sup- 
ported by the civilian he vamp It would probably not have been 
possible without military help. The military provisional government 
which succeeded Peron for 214 years promised the people that con- 
stitutiona] government would be restored by election, and they kept 
that promise. 

In Colombia, the dictator was overthrown by a combination of 
military and civilian elements. There again you had a transitional 
military government which likewise promised to return the country 
to constitutional ways. That promise was fulfilled. 

I could cite other instances in support of the thesis that the military 
have more and more assumed the role of defenders of their country’s 
constitution, and of the constitutional order. 

Chairman Morgan. Mr. Snow, in most cases have the armed forces 
helped establish a democratic government which has replaced dictator- 
ship or have the military forces been loyal to the dictators? 

Mr. Snow. In the last 34% years we have seen eight military dic- 
tators—so described in the public mind—deposed from power in one 
way or another. During the time they were in office the military 
took its orders, generally speaking, from the chief of state, who hap- 
pened to be the general acting as president. But in the instances 
that I have cited, the military and the civilian majority clearly de- 
cided that what was going on was not in their country’s best inter- 
ests, and they nnaiened’ and acted materially to bring about a change 
toward civilian democratic rule. I think that is the trend. 

Chairman Moraan. Mr. Atwood, we only have two countries, then, 
who receive special assistance under this program ¢ 

Mr. Atwoop. Two who are receiving it directly; yes. Bolivia and 
Haiti. There is some regional special assistance which is used in con- 
nection with public safety parerane and in connection with engi- 
neering units. This regional special assistance is not divided up by 
countries. 

Chairman Morcan. How much did we put into Bolivia last year 
from special assistance ? 

Mr. Atrwoop. This fiscal year so far we have put in about, I would 
say, around $6 million. We are holding up the program due to the 
need for a readjustment and reexamination of the program in the 
light of developments with which the committee is familiar. The 
program as it was laid out was a program of $23 million special as- 
sistance and $3 million technical cooperation. The $3 million tech- 
nical cooperation will undoubtedly go forward and be fully used 
during this year. The other program is being revised. 

Chairman Morean. How much of the $23 million has already 
been used ¢ } 

Mr. Arwoop. If you mean the amount actually obligated, the figure 
is $6.2 million as of March 31, 1959. 

Chairman Morean. Do you feel that all $23 million will be obli- 
gated before the end of the fiscal year? Kf 

Mr. Atwoop. That will depend on the extent to which the Bolivian 
Government is able to carry out certain corrective measures that 
have been more of less mutually determined to be essential. We are 
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at the present time geting fer action on those measures. One of the 
most important problems Bolivia has been faced with is the commis- 
sary prices for consumer goods which are being provided to the 
mining industry. They have agreed that these prices should be at 
regular market prices. The miners, as you might expect, are fight- 
ing against this increase from the subsidized prices to the regular 
market prices, and that fight is going on right at this very moment. 
A portion of the mining industry a agreed to going to market 
prices, and a portion of the mining industry is striking at the present 
time. The outcome is not clear. 

The question of the amount of assistance that will be effective will 
depend to a large extent on what happens in the next few weeks. 

hairman Morean. General, I see that ‘regained deletion] is going 
to Brazil in fiscal year 1960 under the military assistance program: 
could you give us a breakdown of that [security deletion] 

General Harret. The amount of equipment or the type of equip- 
ment? 

Chairman Moraan. Yes. 

General Harret. We could furnish you that. 

(A classified memorandum was subsequently submitted for the 
record.) 

Chairman Morgan. Mr. Chiperfield. 

Mr. CurperrieLp. Thank you, Mr. Chairman. 

Tam glad to see you, Mr. Snow. 

I have been interested in Latin America fora long time. I expressed 
that interest yesterday in the Congressional Record when we had a 
little ceremony. I have believed in these programs, I am somewhat 
shaken in my faith right now. I was going to address my questions 
to you, Mr. Snow, but since Mr. Atwood answered a question in regard 
to Bolivia, I might go into that a little further with him. 

I believe in your statement, Mr. Snow, you indicated we have given 
$111 million between 1953 and 1958 to Bolivia and we plan to give 
them $23 million this next year. 

You have mentioned the Time article in that instance. 

Now, if we give a country $111 million and then some fool pararaph 
in Time magazine appears and that country is ready to destroy us and 
tear us to pieces, then what is the use in continuing the programs? 
And I need not mention cther incidents that have occurred in Latin 
America. 

Mr. Fuuton. You say the country is ready to tear us to pieces? 
I think that may be a wrong assumption. I do know that there are 
certain groups within a country who are antagonistic, but not the 
country as a whole. 

Mr. Cuirerrretp. That is my next question: Isn’t there something 
we can do, isn’t there some way we can guarantee that the country 
will give ap seer a to our legations or our libraries or something of 
that kind? Or, if a certain radical group destroys one of our libraries, 


are we going to open it up again or are we going to have some guaran- 
tees before we proceed further ? 

Mr. Atwood, I was very happy to hear you say that you are holding 
up a part of these funds, and I would like to have you tell us what you 
are trying todo. How can we prevent this kind of incident? Or at 
least have a guarantee that our property be given proper protection ? 
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Mr, Arwoop. I believe Mr, Snow could answer partially, and I will 
be glad to give you the details of our program. 

Mr. CurrerFrie.p. I am disturbed about it. 

Mr, Snow. Mr. Chiperfield, on the point of receiving proper assur- 
ances from the Bolivian Government with regard to the protection of 
our people there, both private citizens and officials, and the protection 
of our property, very much including the libraries that you referred 
to, we were exactly as concerned as you are. We sought and have 
received renewed assurances on that point that we believe are valid. 
We took a positive step in that regard and we now feel that we are 
back on a proper footing. 

Mr. Cutprerrretp. Mr, Atwood, in your statement—I think it was 
on page 5—well, anyway, you referred to additional resources from 
the International Bank and also to a charter—here it is on page 5. 
You referred to additional resources from the International Bank for 
Reconstruction and Development, and you referred to the recently 
chartered Inter-American Development Bank. I call it the regional 
bank, 

Mr. Atrwoop. The regional bank; that is right, Mr. Congressman. 

Mr. Cutrerrietp. How far has that developed ? 

Mr. Atrwoop. The charter has been agreed to by the members. I 
will ask Mr, Snow to give the present state of the agreement between 
the countries. 

Mr. Snow. Sir, the status is that the charter for the new Inter- 
American Development Bank and Fund has been fully negotiated 
and has been signed by the representatives of the 21 countries. The 
signing took place on the 8th of April. It is the equivalent of an 
international treaty or convention. Therefore, it must undergo rati- 
fication in each of the countries according to their constitutional 
process, 

If, for example, our Congress—if our Government ratifies, with the 
advice and consent of the Senate, we would then come to Congress 
for appropriations to cover our portion of the capital contribution. 

Mr. CurrrrFrietp. Have you taken into consideration these new re- 
sources in making up your request ? 

Mr. Snow. Sir, for fiscal year 1960, the new institution would not 
be expected to be in operation. 

Mr. Currerrretp. I can understand that, but we also the other day 
increased the resources of these other banks. What I am driving at 
is, your request might be less instead of more because of these new 
resources. 

Mr. Atwoop. I would like to comment on that. As I commented 
in my statement, Mr. Congressman—— 

Mr. CurrerFretp. And include the DLF in your remarks. 

Mr. Atwoop, As I commented in my statement, the technical co- 
operation program outside of these two emergency programs, does 
not provide any capital assistance to these countries. It is a case of 
building up their technical competence and trying to help them set 
up the right type of institutions to make better use of their resources. 
As they develop some technica] competence and as they set up institu- 
tions which will improve their use of human and natural resources, 
they will need and want increased capital inflow. Therefore you 
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will find the drive to get additional financial assistance, which is out- 
side of our program entirely. 

Mr. Currerrretp. I understand that. 

Mr. Atwoop. It is private enterprise, it is the Export-Import Bank, 
it is the International Bank, it is the Development Loan Fund, it is 
the IFC, and now it is going to be the Inter-American Bank, when 
and if it is in a position to loan. 

So as this development goes forward, the technical cooperation 
program must be supplemented by loans preferably and private in- 
vestment in order to really achieve the objectives that we are after. 
We are doing one part of the total job in connection with our pro- 
gram. One of the reasons we are asking for increased technical co- 
operation funds is because these countries have increased their tech- 
nical competence. They have set up better institutions and they are 
in a better position to go forward with their economic development. 
The statistics on loans that Mr. Snow gave, and others, is evidence 
of that fact. 

One of the things we have included in our increased technical co- 
operation program is money which can be used to help them in making 
resource analyses, resource studies, feasibility studies, and to help 
them make the best possible use of the tremendous resources they have. 

Mr. Currerriretp. Thank you, Mr. Atwood, and thank you, Mr. 
Chairman. That isall. 

Chairman Morean. Mr. Burleson ¢ 

Mr. Burieson. Thank you, Mr. Chairman. 

Mr. Atwood, pursuing that line of thought developed by Mr. Chiper- 
field, these programs you have mentioned in six points on page 5—- 
now this is a government-to-government operation, is it not ? 

Mr. Atwoop. Not entirely, sir. 

Mr. ame vteal Well, it is predominantly so and practically all so 
isn’t it? 

Mr. Atwoop. It is under agreements with the government but the 
technical assistance doesn’t necessarily go to the government. It may 
go to private groups and individuals. It touches the people of the 
country. 
~ 79) EE It may, but it hasn’t yet, has it ? 

Mr. Atwoop. Well, I consider that it has to a very large extent 
really touched the people of Latin America. 

Mr. Burtzson. Well, maybe it has touched them in some way or 
other, but it has touched them from government. Some of these are 
the very same things which we object to here in this country. The 

overnment handing down services to the people. Now, maybe that 
is good for the time but if we help build up a system of socialism—and 
I think probably we have done so in a great many places—where are 
they ever going to find taxes, issue bonds, securities, etc., as a basis for 
credits in an economic system. 

How can these countries as they develop ever expect to get onto a 
system of general private enterprise which we talk so much about in 
this country ? 

Mr. Arwoop. Well, we do in certain of our programs assist those 
governments to provide a service similar to the Agricultural Exten- 
sion Service that is in the United States. It is not all Federal govern- 
ment. A lot of it is local government, municipal government. 











MUTUAL SECURITY ACT, 1959 751 


We do help them provide planning facilities, which you could say 
goes to the government. 

None of the money of the technical cooperation program actually is 
turned over to a government to do what it wants with it. Our pro- 
gram is an agreement with that government that we will contribute 
somuch, The programs are then jointly agreed to and carried out. 

Now, the ones that are actually carried out, the projects which are 
carried out, are not just helping governments. We are helping in 
certain cases to train government employees, to try to get a better level 
of the administrative classification in civil service and thi like 
that. But the great majority of our programs in agriculture, health, 
education, roadbuilding, transportation of all kinds, those are pro- 
grams which are actually carried out in the countryside doing some- 
thing which enables the individual to produce more or to live better 
or to increase his stature in the community. It is not really govern- 
ment. Itis not going to a government. 

The fact that we have a governmental agreement, the fact that the 
projects have to be concurred in by the government is one thing. And 
maybe that has given a governmental coloring to our program. But 
the actual projects, the 1,400 projects that I talked about, I don’t 
think more than just a very few of them you could actually say were 
helping a government as such. It is helping the other government to 
provide opportunities for the people in that country. 

Mr. Snow. Mr. Burleson, could I add a footnote to Mr. Atwood’s 
testimony ? 

Mr. Burueson. Yes. 

Mr. Snow, I think this will be of interest to you and I would like 
you to know that we share what we deem to be your strong interest in 
seeing the private sector of these countries advance in every possible 
way, rather than relying on governmental structures to do the job. 

I want you to know that we all feel that way. 

Now, in Mexico we have a very good example to offer. The two key 
projects in the Mexican technical assistance program are strictly pri- 
vate. The government consented to them but does not participate in 
them. One involved the all-important subject of industrial and eco- 
nomic productivity. The other involves the training of personnel 
to repair and operate modern road machinery. 

In each case, the initiative came from private individuals among the 
Mexicans. In each case the strength of those projects derived directly 
from the private sector of the Mexican economy. 

They have been a marked success. They have been operated almost 
entirely by the Mexicans themselves. Mr. Atwood’s organization has 
provided vital assistance and advice especially in the initial stages but 
they are perfect examples of what I know you'd like. 

Mr, Burtzeson, On page 4, Mr. Secretary, quoting from the Organ- 
ization of American States, you say : 

One of the most serious obstacles to the formulation, promotion and execution 
of} economic development programs and policies in Latin America is the lack of 
sufficiently high level technicians in the basic specialized fields related to the 
problems of development. 
and so forth. 

Well, now, Latin America has many very fine institutions of higher 
learning. Why haven’t they been able to supply technicians? Is it 
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because they place the emphasis on the theoretical, or haven’t been 
practical in their teaching values? More recently some people have 
concluded we have done the same thing. Have they also? 

Mr. Snow. Well, sir, I think both of us might contribute to the 
answer there. I might say a word first. 

I do believe that Latin American institutions of learning, especially 
the higher institutions, have traditionally emphasized the liberal arts 
and the more theoretical subjects rather than technology and the more 
practical arts and sciences that are so much to the fore in any country 
which is striving to develop rapidly in the economic field. 

I think it is correct to say that the emphasis has been on the other 
side. That is changing, and Mr. Atwood’s organization is assisting in 
the change. 

Mr. Atwoop. Mr. Burleson, that is one of the things that we con- 
sider probably most important. Now, we have two ways of doing it. 
One is the one I mentioned in here where you have over 19,000 of these 
people working in these programs where they are becoming better 
trained technicians and able to handle programs of that kind. 

The other is in their educational institutions. One of the earliest 
programs that we started was vocational education in the elementary 
schools and in the secondary schools, and a very large part of our 
program is concerned with or concentrated on vocational education, 
both in the countries and in bringing students from Latin America to 
Puerto Rico and to other places for vocational education. In train- 
ing teachers in vocational education, that is. 

We have more recently in the last 3 or 4 years concentrated on try- 
ing to buck up the local institutions within these countries so that 
they could provide the training on a much larger scale than we could by 
bringing them up here for training—and it is much cheaper, of course, 
to have the training done in the host country. 

We have had a very successful program in Chile which has de- 
veloped over the last 2 2 or 4 years where we combined operations with 
the private businessmen and with seven universities, and the private 
businessmen are helping to push the universities to put in those courses 
which are essential to train a man for a job. 

The universities in Latin America—and I have had association with 
them since 1928, because I was at the University of Florida for 14 
years on an inter-American educational program before I went with 
the State Department—the universities there are training the elite, 
but not training people for a job. That has been the European system 
of education. 

Any course in economies, for instance, is a course up on “cloud 9” 
in economic theory. You don’t find the courses in accounting, busi- 
ness administration, and so on. 

We are oradually helping through our university contracts directly 
to help set up departments of business administration, departments 
of accounting, auditing, public administration, those fields which have 
never been developed within the educational institutions of Latin 
America with one or two exceptions. 

We have a very successful program in Chile; we have a very suc- 
cessful program in Brazil; we are working with about 15 different 
universities now on various types of programs. 
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I was just talking today with two professors who were going down 
to Ecuador to put in chemical engineering. That is something they 
never had and these men are going to start, because the Ecuadorans 
have asked for it to set up chemical engineering because it is terribly 
important in an agricultural country like that. 

We are actively attempting to increase this technical competence 
which is a fundamental lack in the total picture in this hemisphere. 

Mr. Buruxson. I will just add that it would appear to me still that 
those nineteen and a half thousand people are going to be working 
for those governments in service to the people rather than carrying 
out the operation of private industry for the development of the 
country. 

I know my time is up, Mr. Chairman. I thank you. 

Chairman Morgan. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. General, I will ask you 
this question: Is the requested increase in military assistance for 
fiscal year 1960 due primarily to the so-called special Brazilian 
program ? 

General Harrex. [Security deletion.] A large part of it would be 
for Brazil. Of the [security deletion] total program that Dr. Morgan 
asked about initially, about [security deletion] one-fourth is for the 
normal military requirements in Brazil and the [security deletion ] 
remainder is for the special program. 

Mr. Setpen. Would you explain for the record the reason for this 
special program and what it entails? 

Mr. Snow. Mr. Selden, may I answer? 

Mr. Seven. Yes. 

Mr. Snow. When we negotiated the Missile Tracking Station 
Agreement with the Brazilians during 1956, as I recall, the agreement 
being signed in January 1957, the Brazilians pointed out to us their 
firm belief that by permitting us to install that station their defense 
responsibilities and their security requirements were thereby consider- 
ably enhanced. 

In due course we agreed with them and so specified in the written 
agreement that we would consider that point of view, we would enter- 
tain proposals from them looking toward further assistance, in order 
that they might meet these added requirements that they felt certain 
had been placed upon them by the presence of this tracking facility. 

Stemming out of that agreement negotiations were conducted to the 
end that the military assistance program might be properly aug- 
mented. That is the origin of the special Brazilian program. 

Mr. Setpen. In other words, then, this increased military aid is the 
result of an agreement with Brazil that gave to the United States a 
tracking facility that is vital to our defense effort ? 

Mr. Snow. Yes, Mr. Selden, that is correct. 

Mr. Setpen. General, you pointed out in your statement that if the 
United States did not provide military equipment or make it available 
on reasonable terms, that these countries were determined to get such 
equipment and would turn to other sources. 

Do you think that possibly we could eliminate some of the criticism 
that we receive in Latin America as far as military aid is concerned if 
we phased out the military hardware grants but continued the training 
program on a grant basis? 

General Harret. We are doing that as rapidly as we can. In the 
country that can pay they buy their equipment. Those who cannot 
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afford it and have a mission to perform for hemispheric defense, we 
arrange a grant in order to provide the material that is necessary. 

Mr. Serpen. In other words, then, you do believe that by phasing 
out the military hardware grant program it would eliminate some 
of the criticism that we have had as far as the military assistance 
program in Latin America is concerned ¢ 

General Harret. Well, I don’t think entirely, Mr. Selden, because 
we are going to have to furnish military assistance to Latin America. 
I don’t think we will ever approach the time when they can buy all 
of the equipment that is required, and right now 

Mr. Sexpen. Well, you have made a somewhat contradictory state- 
ment because you poimted out in your SS statement that, if 
we did not provide such equipment for them, they were going to get 
it one way or another. 

General Harren. That is what I am inferring right now. If we 
don’t provide it, they are going to get it. 

Mr. Seven. Well, if they can purchase it from us on reasonable 
terms, then certainly I would think they would prefer to do so rather 
than to purchase it from somebody else on similar terms. 

eneul Harren. Well, that is true. Now, they did purchase some 
aircraft carriers and some airplanes that we did not make available to 
them from European countries. 

Mr. Sevpen. Did they purchase them ? 

General Harrex. That is right. 

Mr. Sevpen. I am advocating making the equipment available but 
I was considering the elimination of grants. 

General Harrex. You have to consider this: the world is quite 
an arsenal today and it is not difficult to buy equipment on pretty 
good terms anywhere. 

Mr. Sexpen. I still make the point that if we can meet their terms, 
praniay it would be better to do it on a sale rather than on a grant 

asis. 

General Harrex. I agree to that. 

Mr. Sexvpen. Then your answer to my question is “Yes.” 

General Harren. Yes. 

Mr. Sexpen. I would like to ask one question of Mr, Atwood in 
connection with Bolivia. You pointed out that the program this 
year called for $23 million, I believe. 

Mr. Atwoop. In special assistance, yes, sir. 

Mr. Sevpen. $6.2 million of which has been obligated. 

Mr. Atwoop. Approximately, I would say. 

Mr. Sexpen. It is my understanding tay your statement that 
this whole program is being restudied and reworked. However, in 
your request for fiscal year 1960, $20 million is set up for special 
assistance to Bolivia. 

As a result, of recent activities in Bolivia and the restudy that is 
being made, do you think it will be possible to ask for a reduction in 
special assistance as far as the Bolivian program is concerned? _ 

Mr. Arwoop. That will, of course, depend on the extent to which 
the Bolivian Government can take the measures which will allow her 
to go forward with this sound financial and fiscal program that has 

been discussed with the International Monetary Fund and ourselves 
and the Bolivian Government. 
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At the present time the foreign-exchange balance of the Bolivian 
Government is minus $2% million. We are still holding up the 
program until we see whether she can go forward with the measures 
that she has indicated she agrees should be taken. 

We did reduce the program for 1960 from 23 to 20. It may be that 
a revision at this time will result in some change in the 1960 obli- 
gations. I don’t think that I could indicate to you in very exact terms 
right now just what the future holds.in this critical situation. We 
certainly are not aiming to use any more grant money thar is abso- 
lutely necessary to achieve this balance, this ability to stand on her 
own feet. 

Mr. Sxetpen. But there has already been a reduction, as far as the 
1959 program is concerned, and there may be a further reduction 
ag PNET upon the outcome of your studies? 

r. Atwoop. There may be. I think that is all I can assure you 
of at this time. 

Mr. Sevpen. Do you think as a result of your studies there may 
also be a readjustment as far as the 1960 budget is concerned? 

Mr. Arwoop. I think there will be a definite readjustment as far 
as the planning is concerned. As to the amount of funds that will 
be necessary both in the technical cooperation field and in the special 
assistance field, I don’t think I abe make a very definite estimate 
at this time. 

Mr. Sevpen. When will you be able to make a definite estimate? 
Will it be before we consider this legislation ? 

Mr. Arwoop. I doubt it. 

Mr. Sexpen. That is all, Mr. Chairman. 

Chairman Morean. Mr. Fulton. 

Mr, Futton. I am glad to have you here. I believe in Mr. Chiper- 
field’s comments the question came up of the reason for carrying on 
our U.S. programs in some countries such as Bolivia where the situ- 
ation was not entirely stable and where there was a reaction by cer- 
tain extremist elements against our U.S. aid and information pro- 


Now, to me the reason we have assistance programs in many of 
the Latin American countries is to help the stable elements of these 
countries in handling their problems with a militant extremist 
minority. 

Therefore, to me it would seem that the fact the extremist anti- 
American minority also fights our U.S. programs as well as the local 
stable majority, is no reason for the United States to be upset about 
it because we are in partnership with the stable majority. 

Likewise, the mere fact that it is the extremist local minority caus- 
ing the trouble to our U.S. information programs or installations 
is no reason for blaming the stable majority who like these programs 
and are learning from them and getting new techniques and p 
from them. Nor is it any reason for our pulling the props out from 
under U.S. programs that are intended to make friendly countries 
more stable and get rid of just such occurrences that will be occurring 
whether we are there or not. 

My second point is this: Between the United States and the pre- 
vious government of Cuba, there is the treaty of 1903, implementing 
the agreement on Guantanamo Naval Base. I am still a Navy Re- 
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serve officer and I have been down there on duty a couple of times 
in the last couple of years and know what a fine base it is. As it 
is 600 miles east of Havana we can realize what an advance base 
it is in protecting the whole Caribbean area and our whole Southern 
United States and Atlantic flank. 

I am particularly interested to know if the Castro government 
has now specifically affirmed and legally assumed the obligations of 
the 1903 treaty originally made with the previous government of 
Cuba so that we are sure of the remaining 42 years of the life of the 
U.S. naval base at Guantanamo Bay. 

I have noted the general comment of Castro in the presentation 
statement that this position is “expected,” simply because on January 
6, 1959, he made a statement that Cuba’s international commitments 
and obligations in force will be fulfilled—that is not enough for me. 
I hope, if it is not done, that it is done in writing when the gentleman 
comes to Washington this evening. 

I would like you to put in the record, too, what there might be on 
possible negotiations while the gentleman is here. That, of course, 
doesn’t have to be done now, but we could get that later. 

Chairman Morean. You realize the gentleman is not here at the 
invitation of the executive branch of the Government. 

Mr. Furton. But somebody should try to tie him down on some 
of these things. Otherwise they are not being very good salesmen for 
our defense. This is the time to do it, when Castro is in Washington 
openly asking for a bigger sugar quota and some financial help from 
the United States. 

I have always had a remembrance of Brazil because I was the only 
Congressman, I think, in the United States ever to have his Thanks- 
giving dinner invitation formally withdrawn by any U.S. Embassy 
abroad. It occurred to me in 1954 at Rio when the U.S. Ambassador 
to Brazil, Kemper, withdrew the invitation on the basis that I said 
that I favored a billion dollars more of Export-Import Bank author- 
ization for Latin America. Atthe Rio Economic Conference in 1954, 
my respected friend the redoubtable Secretary of the Treasury, 
George Humphrey, at that time, recommended the formation of the 
International Finance Corporation of $100 million capital and over 
30 nations’ participation. but with only $35 million contribution by 
the United States. It is an extreme pleasure to me to find that in 
the 5 years from 1953 to 1958 not only the billion dollars recommended 
by me has been allocated by Sam Waugh, director of the Export-Im- 
port Bank, but a billion and a half dollars for Latin American 
development. 

And, secondly, that you gentlemen have come up here and don’t 
even mention the benefit of George Humphrey’s proposal that he 
uncloaked at the Rio Economic Conference, the International Finance 
Corporation. You don’t even mention it, so it confirms my view it 
was cumbersome, slow, unwieldly, and would not be effective. 

There arose quite a dispute—and TI had the benefit of a woodshed 
experience at a White House staff meeting which I didn’t attend— 
on the subject of my favoring this billion dollars for Latin America 
in opposition to the Secretary of the Treasury and the President’s 
economic adviser.’ Your justification here today has told us the out- 
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come of the dispute. It is surprising, but it is very welcome to me 
personally and lin sure to our good friends in Latin America. 

May I finish on something else? I am one of those people who 
does not want any leftwing group operating either within their own 
country or among countries within the Caribbean. If there isa stable 
government, while I might not like it, I don’t want us to be financing 
with military aid revolutions that are fomented from country to 
country—Venezuela, Cuba, or wherever—and I feel that that should 
be one of the major points of our policy, to prevent organized military 
invasion occurring across stretches of water and U.S. and friendly 
country shipping lanes in the Caribbean area. ~ 

I hope our U.S. fleets are there to perform this job and we keep 
a close watch so that the territorial integrity of the recognized gov- 
ernment, whatever it is, with which we have relations, is recognized 
and protected from outside sea attack from any other Caribbean 
country, including the United States. 

If Dr. Feio of Brazil is still in charge of the modernization of Bra- 
zilian railroads, I think the [security deletion] would be much better 
spent for that purpose instead of for military aid, which will result 
in the further modernization and opening up the railroad system and 
the back areas of Brazil. 

So I would recommend that current U.S. aid for Brazil be put 
into railroad equipment and that further aid be put into Public Law 
480 U.S. surplus food to feed the poor people in Brazil. I have 
seen old people in Rio picking up one grain of wheat and one grain 
of oats at a time around the docks; almost literally starving in qrout 
of your eyes, 

I believe that the development of the economy of these Latin Amer- 
ican countries is much more important than financing the arms for 
either future revolutions or for interfraternal, we will call it, war- 
fare among themselves. 

I am a member of the Science and Astronautics Committee and 
know of the U.S. agreement for the missile installation on the island 
of Fernado de Noronha, and we need it. But when the United States 
has made an agreement I don’t think there is any duty on us, unless 
it is ye in the agreement, to come up with millions of dol- 
lars of military hardware, just as a later courtesy gesture because 
Brazil has made the agreement. I believe the [security caletien | 
should be made available to Brazil, but for economic purposes, an 
this could be worked out. with every good will. 

Mr. Sevpen. Will the gentleman yield ? 

Mr. Furron. I want to know if any commitment for U.S. military 
aid was a specific provision of the agreement. I believe it was not. 
If not, then I think American foreign policy, and, for me, progress, 
is more important than military hardware rotting on thé edge of 
some jungle airfield. 

Chairman Morean. The gentleman’s time has expired. 

Mr. O’Hara. 

Mr. Futon. Could I have the answer to that? Is it in the agree- 
ment; yes or no? dt ow 

Mr. Snow. The agreement provides, Mr. Fulton, that in view of 
the increased defense responsibilities assumed by Brazil by the grant- 
ing of permission to establish that. station, we would consider with 
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the Brazilians what further measures they would need to take and 
would attempt to cooperate with them. 

Mr. Fuuron. Yes, but no specific amount was committed and no 
particular period of years, coordinate or correlative with the length 
of the lease on the island base. 

Mr. Snow. No specific amount. No length of time. 

Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. 

Mr. Atwood, at times I have been very critical of ICA. This has 
not been in a spirit of hostility, but with a desire to be helpful through 
criticism, rather than encouraging complacency through applause. 

I listened to your statement. I was impressed by its forthrightness 
and the reflected understanding of the problems it covered and later 
when you answered questions from the cuff I thought, “Now, here is a 
man I would trust to doa good job anywhere.” 

And so I went up to Mr. Boyd Crawford and I said, “What is Mr. 
Atwood’s background?” And he gave me your biographical sketch. 
I think this supported by contention. Let me read the first part of it: 
“Born in Illinois.” [Laughter.] “University of Chicago, 1924.” 

Right there, Mrs. Bolton, I knew I was right. 

Mrs. Boiron. There is no doubt about it. 

Mr. O’Hara. At an earlier session of this committee I asked for 
certain information as to where the personnel of ICA came from, and 
I made some inquiry as to the Director of Personnel. That informa- 
tion has just been supplied. It shows that the new Director of ICA is 
from [llinois, and I know all in the Middle West will be delighted to 

t this information. 

There had been a time when we felt in the Middle West that our 
region was inadequately represented on ICA. May I remark, sir, that 

ou are an honor to Chicago, the University of Chicago, and the 
Middle West. 

Mr. Atwoop. Thank you, sir. 

Mr. O’Hara. I have just one question. AsI get it, we are authoriz- 
ing some $96 million for military aid, hardware, and so forth. The 
total, as I get it, for technical and special assistance—perhaps the total 
of all economic aid—is $70 million. Are those figures approximately 
correct ? 

Mr. Arwoop. It is 45.2 and 27.6; yes; 72.8. 

Mr. O’Hara. Wouldn’t it be better, Mr. Atwood, in your opinion, 
if we were to give at least slightly more for economic and technical aid 
than for military hardware ? 

Mr. Atwoop. Mr. Congressman, that question has been asked in the 
4 years that I have been assigned as a Foreign Service officer to the ICA 
program, and I have said each time, and again I would like to say it, 
that the amount of money that we can effectively use in the field of 
technical cooperation really depends on the extent to which the other 
countries can take steps which will facilitate the improving of their 
technical competence and their basic institutions which are necessary 
for economic development to take place. 

Now, there has been a gradual increase each year in what we felt 
could be effectively used in Latin America. This year we are asking 
for a much larger increase than we have in any recent year. 

It is primarily because we have now the opportunity of doing some- 
thing with the educational institutions to improve their training facil- 
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ities, to broaden their training facilities, and the countries have'set up 
institutions which will facilitate and will help to push forward the 
economic development. 

Now, I don’t really feel, frankly, that we can increase the technical 
cooperation program any faster than what we are recommending to the 
Congress. I do, however, and I have stressed the faet that I feel that 
loan funds from the United States and private investment funds must 
be made available and must be utilized effectively if we are going to 
achieve our objectives, because you cannot keep on demonstrating and 
training people unless they see tangible results. And I mean by 
tangible results, school hoiklines, churches, sanitary facilities, water 
supplies, sewers, building and loan associations. 

Now, people are very scared of using money for housing. I am just 
as afraid of public housing as anybody else is, but there is a great 
housing industry in the United States which has been built up through 
private building and loan associations, and now we have three coun- 
tries that over several years have been working with their legislation 
in order to permit private building and loan associations to be set. up. 
They had never heard of them before. 

Now, that type of institution has got to develop and money is needed, 
but not government grant money, Loan money is needed to go along 
with this. 

Mr. O’Hara. Thank you very much, sir. You have the rank of 
consul general ? 

Mr. Atrwoopn. I do, sir. 

Mr. O’Hara. May I congratulate you on this anniversary occasion, 
Your appointment as consul pei I notice, was made in April of 
1958 and this is April of 1959. 

Mr. Atwoop. Yes; thank you, sir. 

Chairman Morean. Mr. Adair. 

Mr. Aparr. I think, Mr. Atwood, this question should be addressed 
to you: How many U.S. citizens do we have in the ICA program in 
Latin America ? 

The second part of the question is, how many of those speak either 
Spanish or Portuguese ? 

Mr. Atrwoop. My memory of the last check we made on the second 
question you asked is approximately 80 percent of the total number 
of people. That includes secretaries, clerks, and so on. 

Mr. Aparr. Not of the local—— 

Mr. Atwoop. Of the U.S. technicians. 

Mr. Aparr. Would you have a notion as to our total number of em- 
ployees there ? 

Mr. Atwoop. It is 893 at the end of fiscal year 1958. 

Mr. Apar. Your estimate is that about 80 percent of them speak 
either Spanish or Portuguese ? 

Mr. Arwoop. Yes, sir. 

Mr. Aparr. Now, referring specifically to Haiti, having in mind the 
situation there, in what way do you think that our assistance to that 
country is going to heal the animosities which exist there ? 

Mr. Arwoop. Do you mean the internal animosities? 

Mr. Apair. The interna] animosities. 

Mr. Atwoon. I think the only way you can really say a program will 
help to heal internal animosities is to have the development take place 
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in such a way that the people will be not frustrated and will be work- 
ing hard with the realization that they can really attain a better home 
and a better education for their children and so on by their own hard 
work. Now, that isa long program and includes a great deal of educa- 
tion as well as actual technical advice. 

Mr. Anarr. Isn’t it a possibility, however, Mr. Atwood, or perhaps 
Mr. Snow. that, if we have assistance for Haiti which is given to the 
faction that happens to be in control at the time, it may, rather than 
healing, tend to deepen the differences which exist there ? 

Mr. Arwoop. I would like to point out again, as I attempted to point 
out to Congressman Burleson, that our program does not go to the 
Government of Haiti. 

The major part of our program in Haiti is in area development pro- 
gram in the northern plain of Haiti-where we are actually helping in 
the agricultural development, the health, the education, and the road- 
building and facilities for the people in that area. It has nothing to 
do with the Haitian Government except that the Haitian Government 
approved that program. 

Mr. Aparr. Do they have any other relationship to it at all? Do 
they keep people there ? 

Mr. Atrwoop. They put money into it. 

Mr. Aparr. Do they have inspectors or personnel there of any kind? 

Mr. Arwoop. They have a joint director with us to carry out this 
program and use the joint funds which have been set aside for that 
program. But it is not a case—it is not a case of a government hand- 
out, a Haitian Government handout to the people. 

Mr. Avatr. They do exercise joint control over this. So that to 
that extent it might be considered that they were controlling the 
matter ¢ 

Mr. Arwoop, Certainly, I think it would help the people in that 
area to have more faith and feel like supporting their own Government 
more than if the Government hadn’t been helping to provide these 
opportunities. I think that is true. 

r. Aparr. Then your answer to my second question, which was: 
“Ts there any possibility that our program there might tend to deepen 
the differences?” Your answer to that would be in the negative? 

Mr. Atwoop. Yes, sir; it would. 

Mr. Apatr. Now, how much Public Law 480—how much of a pro- 
gram do we have in Haiti? 

Mr. Atwoop. We only have at the present time the title III pro- 
gram, which is the food given and distributed through voluntary 
agencies. I would have to check the exact amount of it. 

Mr. Aparr. Would you, please ? 

Mr. Atrwoop. I know that the recent report that has been made 
following the stories regarding the drought and the starvation has 
indicated, and our mission has indicated, and the Embassy has indi- 
cated, that sufficient food exists right there now for distribution to the 
areas where there are shortages. 

Mr. Apatr. Public Law 480 food or sufficient —— 

Mr. Arwoop. Sufficient Public Law 480 food. 

Mr. Aparr. In arriving at the program that ICA presents for Haiti, 
did you take into account the Public Law 480 program ? 

r. Atwoop. Oh, yes. 
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Mr. Apatr. Do you have that figure available? 

Mr. Snow. Mr. Adair, I recall a figure given me this morning with 
regard to title III food assistance. I was told that the rate of assist- 
ance during this fiscal year is just above 6 million pounds of food, 
That doesn’t indicate the money value, but that indicates the volume. 

Mr. Arwoop, The figure is approximately $500,000 worth of title 
IIT food in fiscal year 1958. I don’t have the figure up to the present 
time, but I can provide that figure for you. 

Mr. Aparr. Would you do that, please ? 

(The information is as follows :) 

For fiscal year 1959 we estimate a value of approximately $1 million. For 
fiscal year 1960 we estimate a value of $1.8 million. 

Mr. Aparr. The tin mines in Boliva have been nationalized ? 

Mr. Atrwoop. That is right. 

Mr. Aparr. As a result of that, the former owners, the Patino fam- 
ily, are given certain payments each year; is that correct, Mr. Snow ? 

Mr. Snow. Yes, sir. Those are called retention payments. The 
money comes from the actual sale of the tin and other minerals. 
A certain portion of it is diverted for payment to the former owners 
in accordance with a formula that has been negotiated between 
former owners and the Government. Those payments are still being 
made. The last figure I saw, by way of a cumulative total, was in the 
neighborhood of $17 million. 

Mr. Aparr. Do any of the payments to the former owners come 
from the budget directly as opposed to these retention payments 
that you mentioned ? 

Mr. Snow. Sir, I understand that these retention payments come 
from the actual sales of the minerals. 

Mr. Apatr. There would be no possibility then, that any aid which 
we gave to that country which found its way into budgetary support 
could go from there into payments to the Patino family ? 

Mr. Snow. Not under the present formula, no. 

Mr. Apatr. Would it be a possibility in the future? 

Mr. Snow. Depending on what negotiations took place between 
the former owners and the Government by way of a lump-sum resti- 
tution. That would have to come from some part of the budget, I 
assume. 

Mr. Apatr.. It might come then from the general budget ? 

Mr. Snow. It might; yes. 

Mr. Aparr. My final question, Mr. Chairman, addressed to either 
Mr. Atwood or Mr. Snow: Reference was made earlier—I believe you 
discussed it, Mr. Snow—to the so-called regional bank. My question 
is: With all other types of financing available, why do we need a 
regional bank ? 

Mr. Snow. Well, the Latin Americans for many years past have 
been putting forward this proposal for a regional bank, or its 
equivalent, partly because they felt an added need for sources of 
financing on terms that they could handle and partly because they 
felt it better to have an institution in which they had a voice. They 
have come to realize, especially in recent years, that, if they were to 
liavé & Voice, it would be expected that they would also make con- 
tributions. But they have strongly emphasized, especially during 
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the past few years, their keen desire to be able to participate in a 
regional bank or fund. 

Mr. Apatr. Wouldn’t the World Bank serve their purpose in that 
respect ? 

Mr. Snow. The World Bank does extend credit to Latin America, 
but the volume has not been as large as that of the Export-Import 
Bank, and there is a certain analogy in my mind between the World 
Bank’s existence, for example, and the Export-Import Bank’s con- 
tinued operation. 

The World Bank has been in operation for most of the postwar pe- 
riod, and yet there is still a strong and growing demand for the 
facilities of the Export-Import Bank. Their operations are somewhat 
similar in that they both are hard-money banks, with emphasis on 
the word “bank,” and, by the same token, you might say that, in addi- 
tion to the existing facilities, the regional bank has a role to play. 

Mr. Aparr. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Bentley. 

Mr. Bentiey. General, are there certain countries in Latin America 
whose military objectives might be divergent from our own? 

General Harre. Not that I know of. 

Mr. Bentiey. There is no country in Latin America with different 
military objectives from our own ? 

General Harter. No: not that I know of. 

Mr. Bentiey. Would you say that the Dominican Republic’s mili- 
tary objectives are completely comparable with our own ? 

General Harter. They supported us in our desires for hemispheric 
defense. They have provided this missile-tracking site which we 
now have. 

[ Security deletion. ] 

Mr. Bentiey. Would you say that the present Government of 
a" military objectives are completely parallel with those of our 
own ? 

General Harter. Those that I know of. 

Mr, Bentiry. Are there any countries that support military estab- 
lishments that are not, other than those supported by MAP? 

General Harter. Yes; they do. 

Mr. Bentiey. Can you name some? 

General Harter. All of them have forces of their own. 

Mr. Bentiey. Other than those supported by MAP? 

General Hartet. That is right. 

Mr. Snow. Mr. Bentley, we only have MAP agreements with 12 
of the 20 countries. 

Mr. Bentixy. But do those countries with whom we have MAP 
agreements support additional forces? 

General Harret. That is right. 

Mr. Bentiry. How do we distinguish between the type of military 
assistance we send those countries and what they provide on their 
own to make sure that our assistance programs are confined only to 
those forces which we have agreed to support in conformance with 
our and their military objectives? 

General Harter. Well, that is the purpose of having the MAAG’s 
and the missions in these countries. They supervise the programs. 

Mr. Bentiry. We endeavor to discourage these countries from sup- 
porting additional military units? 
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General Harret. We have. 

Mr. Bentirey. Without success? 

General Harre. In some cases with success and in others without 
success. But we must remember, sir, that if we don’t furnish what 
they ask, or what they require, they are going elsewhere to get it. We 
are trying to encourage the Latin American countries to discard 
old equipment and reduce the overall size of their armed forces. 

Mr. Bentiey. Well, let me get back to my original question : 

If they support additional military units, units which we would 
consider superfluous from :the standpoint of hemispheric defense, 
would you not say then they must have military objectives other than 
our own ? 

General Harret. No, I wouldn’t say so. 

Let’s make this clear : 

Any country has a desire for its own independence and its own 
protection. 

Mr. Bentiey. All right. 

General Harrext. Now, our Joint Chiefs of Staff, however, in con- 
sidering the effort of each one of these countries, recommend and the 
host country agrees on the type units and the numbers that. will be re- 
quired to contribute toward the hemispheric defense. 

Now, we don’t try to discourage them for having other units. 

Mr. Bentiey. Well, I thought you just said we did. 

General Harrex. As I have indicated, we are trying to encourage 
the countries to reduce the overall size of their armed forces. 

Mr. Bentiey. Would you say there are cases in.some countries 
where their military budget which has exceeded our own recommenda- 
tions, has proved to be an economic burden on that country ¢ 

General Harret. No, I don’t say so. We do not make recommenda- 
tions with respect to Latin American military yang In most in- 
stances the percentage of military expenditures with reference to the 
national budget figures, is small. 

Mr. Bentiey. I am sorry to notice that in this book apparently 
there is no indication, as there is in some of the other area books, of 
the amount of the national budget devoted to military expenditures. 

You don’t happen to have that figure ? 

General Harte. I don’t happen to have that. 

Mr. Bentiey. Let me ask the question perhaps more directly : 

Would you as a military man regard the present military establish- 
ment in the Dominican ublic as sufficiently strong to withstand 
attack from some of its parkboret I mean its immediate neighbors? 

And you can put this off the record if you want to. 

[Security deletion. ] 

Mr. Bentiey. The thing that I am concerned about is this: 

I am concerned about the fact that certain individuals or govern- 
ments in that area have indicated dissatisfaction with the existing 
regime in the Dominican Republic, with which we have a military 
assistance program. 

I am concerned about the-fact that if attempts are made, either 
officially or unofficially, by those governments to invade and over- 
throw the Trujillo regime, that obviously Trujillo will bring to bear 
military equipment which we have furnished him. That would be 
logical to assume, would it not? 
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General Harrex. The equipment we furnish him is for units to 
be used in hemisphere defense, not for internal security. There have 
been instances where countries have requested permission to utilize 
units that were MAP-supported, and in each instance it was turned 
down, 

[Security deletion. ] 

Mr. Bentiey. Do you have those figures or can you supply them 
for the record ? 

General Harrex. Yes, we can supply that for the record. 

Mr. Snow. What is that? 

General Harte... The percentage of the—— 

Mr. Bentiey. Of the respective national budgets used for military 
purposes. 

General Harret. I can supply that for the record. 

(The information requested is as follows:) 


Latin America— Defense expenditures as a percent of central Gorernment expendi- 
tures and as a percent of gross national product 





Defense expenditure 











as a percent of— 
Country Fiscal year 
ended— Central Gross 
Govern- national 
ment ex- product 
penditures 
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21.6 2.5 
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7.9 1.5 
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GENERAL Note.—The data for defense expenditure and total central Government expenditure on which 
the percentages are based were generally obtained from the U.N. Statistical Yearbook, 1958, which collected 
these: data from official Government sources. Defense expenditure data are not compiled under uniform 
definitions and concepts, hence, precise comparisons are not possible. 

The defense expenditure as a percent of the central Government is a less reliable yardstick of the defense 
éffort of a country than defense expenditure as a percent of GNP, because of differences in the extent of the 
central Government responsibilities in relation to regional and local governments. 

No information is available for Nicaragua and Uruguay. Panama has no defense expenditures.—Office 
of Statistics and Reports, International Cooperation Administration, Apr. 17, 1959. 


Chairman Moraean. Mr. Curtis. 

Mr. Curtis. I would like to quote a few words from a speech in 
the House on April 14, when we were recognizing the 69th anni- 
versary of the First International Conference of American States— 
Pan American Day. 

This is from the remarks of our colleague, Mr. O’Hara, Congress- 
man O’Hara, of Illinois. He spoke of “another constructive idea” 
that had been advanced reonniny. That “Since the region”—that is 
the Latin American region—“is largely protected from aggression by 


the United States, the Latin American States should consider trim- 
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ming down the arms budgets of these countries and diverting the 
money saved to beneficial public projects.” 

That suggests the thought that we are really making a pretty big 
contribution to these countries by furnishing them protection—that 
they are under the umbrella to a Hh extent of our defense capabil- 
ities. Yet we find that our military aid for 1958, 1959, and proposed 
for 1960 is $56 million, $66 million, and $96 million; and that the 
actual military grant aid in those 3 years is $32 million, $47 million, 
$57 million. 

Meanwhile, our special assistance has gone $45 million, $26 mil- 
lion, $28 million. 

So we are going in just the reverse direction from what this state- 
ment that I quoted a moment ago might suggest. 

Now, that is something to give persons who have. some respon- 
sibility for these appropriations, a certain amount of pause. 

I have read your justification that these countries do assist in the 
hemispheric defense, but, it must be pretty small compared to what 
the United States is able to furnish for hemispheric defense. 

General Harrex. That $96.5 million, as I mentioned earlier in my 
statement, is 6 percent of the $1.6 billion that the President has re- 

uested worldwide for military assistance programs. And of the 

96.6, we have returned $25 million on a credit basis, so really the 6 
yes is reduced to 44% percent of the total amount we spend, which 

think is a very small amount for the goodwill and development that 
this is creating in the Latin American countries. When the military 
assistance program was first initiated for Latin America, the eligible 
countries received large amounts of excess equipment for which there 
was no charge to appropriated funds. The equipment now required 
is not excess and must be charged to appropriated funds, which ac- 
counts in part for the increased costs of the program. 

Mr. Curtis. Thank you. 

Mr, Snow. Sir, I would like to mention that during the last war, 
in the crucial year 1942, especially,we were very hard pressed in the 
area surrounding our southern shore. I remember in June 1942 pass- 
ing through the Straits of Yucatan on an Army transport when the 
captain told me that at that moment there were four ships sinking 
within a radius of 50 miles of us. I remember that when we returned 
from one of those voyages, approaching the mouth of the Mississippi 
River, there was a tanker burning on the water right in front of us. 
We didn’t have the capability at that time to do the entire job our- 
selves of defense, nor did our neighbors have even so much as a small 
but well-organized patrol force to come to our help. We had to sta- 
tion more than 100,000 of our Armed Forces personnel in the area 
south of us practically throughout the war to defend the vital sea 
lanes, to be prepared against possible attack against strategic areas 
and to mount the air ferry that was going through Brazil to Africa 
and beyond. 

That was one of the considerations that has led us. all to believe 
that even if the armed forces of some of our neighbors might be very 
small, they can well be a vital element in our support. 

I would also like to mention that the figures you gave represented 
grant assistance and technical assistance, whereas, much the larger 
sums of money going to Latin America for developmentand the 
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Latin Americans much prefer it this way—are in the form of credits 
and loans which are not shown here for direct comparison because 
we are not here supporting the loan program but rather the mutual 
security program. 

Mr. Curtis. Well, I wish they were, Mr. Chairman. We get this 
thing piecemeal, and we have to piece it together ourselves. 

Fifty-three million dollars, isn’t it, Development Loan Fund, to 
date? 

Mr. Snow. I have the figure in my statement. I don’t happen to 
remember it. Yes, it is $53.3 million as of the end of February. 

You see there is much more than the Development Loan Fund, sir. 
There is the Export-Import Bank, the IBRD, the Monetary Fund 
credits, smaller amounts from Mr. Garner’s International Finance 
Corporation, considerable money from private banking sources on 
shorter terms, and large amounts of private capital investment which 
I referred to in my statement. 

Mr. Curtis. And agricultural surpluses, on favorable terms? 

Mr. Snow. And Public Law 480 as well. 

Chairman Morean. Mrs. Bolton. 

Mrs. Bouron. Thank you, Mr. Chairman. I am very sorry to have 
missed most of this but I had to do a little bit of work on the floor 
today. 

If this is all answered in the questions, just tell me so. 

When you have the Latin American countries looking to us for 
help and so forth and so on, do we emphasize at all to them that they 
must then assume responsibilities themselves and work up something 
for themselves? Some “do it yourself” stuff ? 

Mr. Snow. Mrs. Bolton, our whole program is based on that. 

Mrs. Botton. Then what if any effect has this Puerto Rican “Op- 
eration Bootstrap” had on the surrounding countries ? 

Mr, Snow. It has had a wonderful effect. Mr. Atwood is an expert 
on that subject and may I ask that he answer you in more detail. We 
are very enthusiastic about “Operation Bootstrap.” 

Mrs. Boiron. Has it come out this afternoon ? 

Mr. Snow. No, it hasn’t. 

Mrs. Bouton. I would love to have it in the record. 

Mr. Atwoop. The use of Puerto Rican facilities has been one of 
the greatest helps to our so that we have and for a great many 
years we have been using it both to help train the technicians them- 
selves and also to train teachers who can go back and do training in the 
other countries. 

In recent years the program has increased a great deal and the 
Governor of Puerto Rico a year and a half ago came up here and indi- 
cated that he wished to take over the total administrative cost of the 
program as a show of cooperation, so that our program now is sending 
students there, sending teachers there, and helping only with the 
tuition if it is necessary, and the Puerto Rican Government is pro- 
viding the overhead costs of the program. 

We have a very excellent program there in vocational education. 
We have well over 1,000 students and teachers going to Puerto Rico 
every year. I don’t have the figures, but I also want to mention that 
they are coming in greatly increasing numbers from all parts of the 
world. From Africa and from Southeast Asia and from all over so 
that at the present time about 60 percent are from Latin America. 
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We have a program in the field of health, teaching them to set up 
public health facilities. We have a program in agriculture. We have 
a program in labor and we have—well I guess we have them right 
across the board because you have short seminars, short work groups, 
workshops and so on, going on all the time. There isnot a week in 
the year there isn’t some special program in Puerto Rico. 

Perhaps the greatest contribution that Puerto Rico has made is in 
the inspiration that it has given to the students and the teachers from 
these other countries who come to Puerto Rico to receive training. It 
is one of the finest contributions that is being made to the U.S. techni- 
cal cooperation program. 

Mrs. Boiron. It is very exciting to hear about it. We have had a 
good many struggles ourselves with the Puerto Ricans when they 
come up and they are not very much inclined to learn some of the 
things we would like to have them learn. 

Mr. Arwoop. Well, that is true, but they have done a tremendous 
job of assisting us, in cooperating and complementing and supple- 
menting the work of the Government here. 

Mrs. Bouton. It is good to know that. 

Now Haiti is, of course, a pretty difficult place, but I am so interested 
when I read that the Haitians really want the Marines. Because the 
history of the Marines before in Haiti wasn’t very pretty, what I have 
read of it. 

Mr. Snow. Would you care to have me describe how the Marine 
mission came about ? 

Mrs. Bouton. Yes, I would. 

Mr. Snow. Back in 1957 when General Kebreau was the provisional 
chief of state in Haiti, we received the first request for help in training 
the Haitian Army. There was already a small U.S. naval training 
mission there working with the Haitian Coast Guard. There was 
already an equally small Air Force mission. The Haitian Army, how- 
ever, is much more important relatively than those other two services 
and they were not receiving any training assistance from us. 

General Kebreau himself spoke of the admiration he held for the 
Marine Corps, but he was willing to accept either an Army mission or 
a Marine mission. Political developments then overtook the request 
for the time being, but it was renewed again after President Duvalier 
had been inaugurated and had been in office for some months. 

Beginning again in the late spring of 1958, the Haitian Government 
asked us for assistance in training the Army and the request was for 
the U.S. Marines to do it. They know General Sheppard, they have 
great affection and respect for him. They often say how much they 
admire and respect the Marine Corps as a whole, and whenever any- 
body suggested that perhaps the Army would be at least as eligible 
for the role they said “No, we want the Marines.” 

We were somewhat hesitant about that. We didn’t know what the 
political implications might seem to be to other countries, and we were 
fearful lest we might become, or seem to become, involved in the in- 
ternal political struggle, and so we hesitated. 

Several months went by. The Haitians renewed their request. 
Earlier General sepa ad gone down personally at the invitation 
of the Chief of Staff to confer about it. Then we agreed to send a 
survey mission of Marine Corps officers. They went down for several 
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weeks. Upon their return they made a report which indicated that 
there was a need which they believed the Marine Corps could properly 
fill. 

By that time we had decided that we would try to help, provided we 
could have a sufficiently clear understanding with the Haitian Gov- 
ernment so that we would not be involved in internal politics, would 
not be training army units to do police work, which is internal secu- 
—_ thereby become involved in politics. 

hat they said they wanted was to have the Marines assist the army 
in restoring its pride and professional military bearing. They wanted 
what might be called “boot training, the school of the soldier.” They 
merely wanted their men to be given morale, to have the morale re- 
stored inthe army. They felt the Marines were the best qualified. 

We sent a trial group for 30 days last November, as I recall, to make 
certain that with U.S. Marines on the ground in contact with the 
Haitian forces there would be no untoward repercussions. All] went 
smoothly. Everything was friendly. It was almost surprising to 
see how much popular support among the Haitians there was for this, 
as well as among officials. 

By that time we had definitely concluded that there was a valid 
project which we would be willing to undertake. We discussed it 
very carefully with the President of Haiti and concluded a formal 
agreement in the form of an extension of the naval mission agreement. 
Then eight marines were sent as the first group. They have been 
there now for several months. Recently they were joined by 12 or 13 
other Marine officers and personnel. So far as I am able to tell, all 
is going smoothly and well. 

Mrs. Bouton. I just have one more question, Mr. Chairman. 

Back in 1954, or 1955, there was an effort being made by the United 
Nations in Haiti to build a dam and do work that would keep the 
floods under control. Then that blew up. The United Nations man 
was pulled off. And that was just before the trouble began in Haiti. 
I was wondering if there ever had been a really useful program of 
that kind. 

Mr. Snow. Mr. Atwood, have you any information on the United 
Nations aspect ? 

Mr. Atrwoop. I don’t have information on the United Nations proj- 
ect. I can talk about the project in which the Export-Import Bank 
was involved, and in which we are cooperating. 

Mrs. Bouron. When did they begin on that? 

Mr. Atwoop. That must have been in the early fifties. I am not 
sure exactly when the first work was started. That was the Artibo- 
nite, if that is the one you are referring to. It is the irrigation project 
for the Artibonite Valley of Haiti. 

Mrs. Bouton. Yes, I think that is it. 

Mr. Arwoop. I am not sure of the United Nations’ part, but when 
the Export-Import Bank was asked to assist with that project they 
went in and made the engineering studies, and the dam has been com- 
pleted, with Export-Import Bank funds. The flood control, of course, 
has been taken care of with the completion of the dam. The dam was 
also supposed to be used for electric power, which would be a private 
matter, which is under discussion by the Haitians with private people. 
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Then the third part of the program was to help irrigate about 
80,000 acres in the Artibonite Valley. ‘That project is not completed. 
It is about half com leted, and ie Development Loan Fund has 
approved assistance for that and we are at present negotiating to 
try to help complete the irrigation part of that project. 

rs. Bouron. That would help the country immensely, wouldn’t 
it? 

Mr. Atrwoop. It would be a great help to the agricultural produc- 
tion; yes. 

Mire. Bouton. Which is, of course, important. 

Thank you, Mr. Chairman. 

Chairman Morean. Mr. Bentley. 

[Security deletion. ] 

Mr. Bentiey. Thank you. 

Chairman Morean. Thank you, gentlemen. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 5:15 p.m., the committee adjourned until Thurs- 
day, April 16, 1959, at 10: 30 a.m. ) 

(The following additional information has been supplied in re- 
sponse to Mrs. Kelly. See also p. 409, pt. IT.) 


Use or U.S. Miiitary Excess PROPERTY IN ECONOMIC ASSISTANCE PROGRAMS 


Anticipated level of excess property release 

During the course of the hearings on April 8 Mrs. Kelly referred to recent 
newspaper articles indicating that in the near future the Department of Defense 
would make available for distribution excess property valued at $60 billion to 
$112 billion. 

The reference to an anticipated $60 billion excess program is not indicative 
of a significant change in the status of Defense inventories, in the level of 
property available for disposal, or in procedures for disposal.. At the present 
time, the military services are releasing excess property at an annual rate of 
some $9 billion. At the same time, the total long supply stocks of the services 
anount to approximately $20.3 billion, The Department of Defense has a 5-year 
planned program to utilize within that Department the maximum possible por- 
tion of these long supply inventories by transfer among the military services. 
It is expected that during this 5-year period long supply inventories can be 
reduced by $15 billion. The $60 billion figure referred to in the newspaper 
articles is the sum of a 5-year program during which $9 billion per year will be 
developed as excess and during which period long supply inventories will be 
reduced by $15 billion. 

It should be noted that the greater proportion of the excess property released 
by the military services is represented by worn-out military equipment which 
has only scrap value. About 60 percent of the materiel disposed of each year is 
sold either as scrap or salvage. It should also be recognized that the values 
cited are in terms of original acquisition costs and do not take into account 
depreciation due to age and wear. The Government does not have an account- 
ing system whereby the value of its assets are depreciated. 

Procedures for utilizing excess property released in the United States 

Property in the United States declared excess by military departments to their 
needs is reported to the Armed Forces Supply Support Center (AFSSC), which 
is the central location in the Department of Defense for redistribution of excess 
property. The AFSSC then prepares lists of excess items for screening by the 
military departments for their own use or for use in the military assistance 
program. The services are allowed 45 days in which to select items from the 
lists. Items which are not selected are available to the next category of claim- 
ants. During the following 90 days, the items are available for selection for 
economic development programs abroad or for donation by the Department of 
Health, Education, and Welfare to schools in the United States. 
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Excess items may be obtained for use in economic development activities in the 
underdeveloped areas under two procedures: (1) items required for use in eco- 
nomic assistance programs administered by ICA may be purchased. by ICA 
through the General Services Administration at a nominal cost, utilizing funds 
appropriated for one of the various categories of economic assistance (defense 
support, special assistance, technical cooperation, etc.) ; (2) items may be trans- 
ferred to underdeveloped countries, declared eligible under section 535(b) of the 
Mutual Security Act, on approval by ICA. 

Under the first procedure, ICA transmits to U.S. operations missions abroad 
various lists of excess items for screening against requirements for projects or 
for nonproject aid. The operations missions abroad desiring items notify ICA 
in Washington, which in turn submits purchase offers to the General Services 
Administration. 


Utilization of excess property in ICA assistance programs 

In calendar year 1956 ICA obtained excess U.S. military property having an 
acquisition cost of $1,320,228, at a cost to the mutual security program of $37,345. 
In calendar year 1957 the acquisition cost of excess property claimed by ICA 
inereased to about $10 million, the cost to the program was $2,673,856. Excess 
property obtained by ICA in calendar year 1958 had an acquisition cost of about 
$19.7 million; the cost to the mutual security program was $4,026,499. 

The nature, condition, and quantity of the excess military property available 
for use in economic assistance programs varies substantially from month to 
month. It is not, therefore, possible to anticipate at the time when MSP eco- 
nomic assistance programs are developed for presentation to Congress that 
specified items required in a country program will be made available from military 
excess. However, within the limit of available staff, ICA is making every effort 
to utilize excess military property in the economic assistance programs. 


Transfers of excess property under section 535(b) 


In addition to the excess property utilized in U.S. economic assistance pro- 
grams, underdeveloped countries obtained excess property for developmental 
purposes in calendar year 1957 with an acquisition cost of $5,310,856. In cal- 
endar year 1958 the acquisition cost of such property rose to $11,562,110. The 
costs of packing, crating, handling, and transportation were met by the recipient 
government. 

Ercess property abroad 

Property declared excess abroad is distributed by the military services which 
maintain distribution centers in Japan, the Philippines, ete. U.S. operations 
missions (USOM’s) obtain directly from these centers lists of excess items and 
make arrangements directly for inspecting and procuring usable items. In 
recent months an ICA representative has been sent to the Far East to coordinate 
arrangements between the USOM’s and the military services for distribution of 
excess property. 
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